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THE  PRESIDENT'S  BUDGET  PROPOSALS  FOR 

FISCAL  YEAR  1994 


FRIDAY,  MARCH  5,  1993 

House  of  Representatives, 
Committee  on  the  Budget, 

Washington,  DC. 

The  committee  met,  pursuant  to  call,  at  9:30  a.m.,  Room  210, 
Cannon  House  Office  Building,  Hon.  Martin  Olav  Sabo,  Chairman, 
presiding. 

Members  present:  Representatives  Sabo,  Stenholm,  Price,  Orton, 
and  Smith  of  Michigan. 

Chairman  Sabo.  The  committee  will  come  to  order,  and  we  will 
hear  from  the  distinguished  Chairman  of  the  Joint  Economics  Com- 
mittee, Mr.  David  Obey  of  Wisconsin. 

STATEMENT  OF  HON.  DAVID  R.  OBEY,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  WISCONSIN 

Mr.  Obey.  Mr.  Chairman,  thank  you  very  much  for  the  opportu- 
nity to  testify  here. 

I  really  believe  that  this  year  we  are  at  a  turning  point  in  eco- 
nomic history.  The  American  people  very  much  want  change,  but 
at  the  same  time  I  think  they  are  very  skeptical  about  our  ability 
to  deliver  it.  I  think  we  have  an  opportunity  for  the  first  time  in  a 
long  time  to  try  to  reverse  the  decline  in  middle  class  fortunes,  and 
I  think  our  job  ought  to  be  to  focus  on  that. 

I  don't  think  our  principal  goal  ought  to  be  to  chase  numbers.  I 
think  we  ought  to  try  to  determine  policy  and  not  become  a  prison- 
er of  the  very  system  that  we  have  created  to  help  us  define  policy. 

I  think  if  you  were  to  summarize  what  happened  in  this  econo- 
my, I  think  you  have  to  take  the  long  view.  My  concern,  frankly,  in 
this  debate  is  that  I  think  this  is  one  of  the  few  towns  in  the  world 
where  1  month  makes  a  trend  and  2  months  is  a  lifetime,  and  I 
think  what  you  have  to  do  is  look  long  term  in  order  to  decide 
what  is  really  happening  and  what  that  demands  of  us  in  terms  of 
economic  policy. 

What  history  really  tells  us  is  that,  from  1946  to  1973,  both  par- 
ties when  they  ran  the  Government  or  when  they  held  the  White 
House  did  a  pretty  good  job  of  managing  this  economy.  The  poverty 
rate  declined.  The  gap  between  rich  and  poor  declined.  At  the  same 
time,  Federal  debt  as  a  percentage  of  national  income  was  declin- 
ing. We  felt  good  about  our  economic  future.  But  things  changed  in 
my  view  starting  around  1973,  and  in  my  view  they  really  went  off 
the  cliff  after  1981. 

(l) 


And  I  ask  you  to  forgive  me  for  being  a  chart  junkie,  but  I  have 
been  for  a  long  time,  and  I  think  these  charts  demonstrate  what 
has  happened  to  the  economy.  That  chart,  as  you  know,  is  the  old 
chart  we  have  used  for  years  which  shows  the  history  of  the  deficit 
from  1945  to  1980.  It  never  exceeded  $74  billion. 

From  1980  on,  as  you  can  see,  it  exploded.  In  1980,  the  Reagan 
administration  came  in  after  we  had  a  period  of  tremendous  eco- 
nomic turmoil,  and  President  Reagan  proposed  that  we  cut  the  def- 
icit from  $55  billion  projected  in  1981  down  to  zero  in  1984,  repre- 
sented by  the  declining  green  bars  on  the  chart.  The  red  bars  dem- 
onstrate the  difference  between  promise  and  performance  on  that 
package,  because  the  red  bars  indicate  that,  rather  than  declining, 
the  deficit  ballooned  to  $208  billion,  and  then,  in  the  fourth  year, 
$185  billion. 

So  what  happened,  simply,  is  that  a  package  was  passed  based 
upon  a  set  of  economic  assumptions.  The  economy  didn't  perform 
as  assumed,  and  so  it  made  everybody  look  a  little  silly. 

I  think  the  more  realistic  way  to  look  at  what  has  happened  to 
the  economy  long  term  is  to  take  a  look  at  this  chart.  This  chart 
demonstrates  that  from  1945  to  1973,  regardless  of  who  ran  the 
White  House  and  set  economic  policy,  that  our  debt  as  a  percent- 
age of  GNP  declined  steadily,  from  over  100  percent,  well  over  100 
percent  of  annual  GDP  in  1945,  down  to  about  23  percent  of  GDP 
until  1973. 

From  1973  to  1980  it  sort  of  stalled  out  at  23  percent.  And  since 
the  budget  policies  that  were  passed  in  1981,  we  have  seen  that  go 
up  again,  the  only  time  in  post-war  history.  It  has  gone  up  from 
1980  to  today.  We  have  essentially  doubled  the  deficit  as  a  percent- 
age of  GDP,  and  that  is  one  of  the  trends  that  I  think  we  have  to 
worry  about. 

As  you  know,  that  hasn't  just  been  in  the  public  sector.  It  has 
been  in  the  private  sector  as  well.  If  you  take  a  look  at  debt  overall 
in  the  economy  in  nonfinancial  sectors,  you  see  that  from  1950 
through  about  1980  we  were  staying  roughly  at  about  145  percent 
of  our  annual  GDP,  but  since  about  1982,  it  has  gone  off  the  graph, 
almost  200  percent  of  our  annual  GDP. 

And,  as  you  know,  we  have  also  gone  from  a  net  creditor  Nation 
to  a  net  debtor  Nation  in  that  same  time  period,  and  I  won't  bother 
you  with  the  details. 

The  most  important  chart  that  I  think  we  can  consider  is  this 
chart  which  demonstrates  how  we  divided  our  budget  dollar  in 
1980  versus  the  way  we  divide  it  today. 

I  think  most  of  the  charts  you  see  that  try  to  tell  that  story  may 
communicate  something  to  people  inside  the  Beltway,  but  I  don't 
think  they  communicate  much  to  the  average  citizen.  I  think  you 
need  to  divide  up  the  charts  by  what  the  Federal  dollars  in  those 
budgets  do,  rather  than  whether  they  go — whether  they  are  in  a 
category  of  payments  to  individuals  or  entitlements.  People  don't 
know  what  you  mean  when  you  talk  that  language. 

But,  if  you  divide  it  up  this  way,  you  see  1980,  elderly  and  dis- 
abled got  36  cents  out  of  every  dollar  in  the  budget.  Today,  they 
are  getting  41  cents  out  of  every  dollar.  Defense,  1980  got  24  cents 
out  of  every  dollar.  That  went  up  to  almost  30  cents  out  of  every 


dollar  in  the  mid-1980's.  It  is  down  to  22  cents  out  of  every  dollar 
now,  so  it  is  a  little  smaller  than  we  began  in  1980. 

General  government.  You  hear  an  awful  lot  about  bureaucratic 
bull,  but  the  fact  is  that  the  cost  of  running  every  single  agency  of 
Government,  just  keeping  the  doors  open,  everything  from  the  FBI 
to  the  Library  of  Congress,  that  was  3  cents  out  of  every  dollar  in 
1980.  It  is  2  cents  out  of  every  dollar  today.  It  has  been  cut  in  half 
as  a  percentage  of  the  Federal  budget. 

If  you  take  a  look  at  what  we  provide  in  assistance  to  the  nonel- 
derly  poor — because  you  know  what  things  are  like  in  this  town.  If 
you  are  64  years  of  age,  plus  one  day,  you  are  a  welfare  bum,  and  if 
you  are  65  years  of  age,  you  are  a  sainted  senior.  And  so  what  hap- 
pens is  that,  in  1980,  7  cents  out  of  every  dollar  went  to  the  nonel- 
derly  poor.  Today,  9  cents  out  of  every  dollar. 

The  green  chart  represents  what  has  happened  to  interest.  That 
went  up,  as  you  know,  from  9  cents  out  of  every  dollar  in  1980  to 
14  cents  today. 

But  the  most  important  piece,  in  my  view,  is  what  has  happened 
to  this  red  piece  of  the  pie.  That  is  the  investment  portion  of  the 
budget,  and  I  don't  include  any  consumption  programs  in  that,  just 
strictly  investment  programs  in  kids  for  education,  in  health,  not 
for  delivery,  but  for  research,  in  science  research,  in  physical  infra- 
structure. That  has  gone  from  16  cents  out  of  every  budget  dollar 
in  1980  down  to  9  cents  today,  about  a  40  percent  drop. 

I  think  that  is  one  of  the  major  reasons  our  productivity  declines 
in  our  economy.  That  has  not  just  occurred  in  Government,  it  has 
occurred  across  the  entire  economy. 

From  1945  to  1980,  our  average  net  investment  in  this  economy, 
that  is  after  depreciation,  averaged  not  quite  7  percent.  But — and 
that  continued  really  on  until  about  1985.  But  since  that  time,  it 
has  dropped  off  the  graph.  We  have  to  change  that. 

Nondefense  research  and  development.  If  you  go  back  to  1970, 
even  then  we  were  spending  a  much  smaller  share  of  our  national 
income  than  our  major  economic  competitors,  the  Japanese  and  the 
Germans,  down  about  1.6  percent  of  GDP.  They  were  right  around 
2  percent.  Since  then,  as  you  can  see  by  the  black  line,  Japan  is 
now  investing  about  3  percent  of  its  annual  national  income  in  that 
kind  of  research.  We  are  down  here  still  at  about  1.8.  They  are  just 
about  double  us,  and  West  Germany  is  considerably  above  us. 

So  I  think  what  these  two  sets  of  charts  demonstrate  is  the  Fed- 
eral deficit  and  the  investment  deficit  that  we  have  been  experienc- 
ing. We  have  also  had  an  economic  growth  deficit. 

I  have  taken  economic  growth  since  the  end  of  World  War  II  and 
arranged  it  in  descending  order  by  presidential  4-year  terms.  And 
what  that  shows  is  that  under  Truman,  in  his  only  full  term,  we 
had  a  25  percent  growth  in  the  economy  during  that  period.  The 
next  best  performance  was  Kennedy's  term,  which  Johnson  filled 
up,  20  percent,  then  Johnson's  second  term.  Eisenhower  held  the 
previous  low. 

The  last  4  years,  devastating,  by  far  the  lowest  4-year  presiden- 
tial period  of  growth  in  the  history  of  the  country.  The  jobs  reces- 
sion. We  had  the  job  report  issued  this  morning.  A  fair  amount  of 
new  jobs  were  created  last  month  in  the  economy,  but  two-thirds  of 


them  were  part-time,  well  over  two-thirds  of  them  were  part-time. 
Almost  80  percent  of  them  were  part-time. 

And  even  with  that  growth,  you  still  see  this  green  line  repre- 
sents what  the  average  was  in  job  recovery  for  the  seven  previous 
recessions  versus  what  our  performance  is  this  time  around.  We 
are  still  on  average  3  million  jobs  in  this  recovery  behind  where  we 
have  been  in  the  seven  previous  recessions,  24  months  out  from  the 
bottom  of  the  recession.  And  that  has  continued,  as  you  can  see. 

So  these  charts  represent  the  economic  growth  deficit. 

They  all  have  produced  a  family  income  deficit.  This  chart  dem- 
onstrates that  if  you  take  all  hourly  compensation  in  this  economy, 
including  fringes,  that  we  were  on  a  steady  upward  path  from  1958 
to  about  1974.  Since  1974,  we  have  been  bumping  along,  hitting  the 
ceiling,  not  making  much  progress.  If  you  take  fringes  out  of  that 
and  look  only  at  nonmanagement  workers  in  the  economy,  you  see 
that,  again,  we  were  bumping  along,  staying  up  here  at  about  $7.80 
per  hour,  until  about  1986.  Since  then,  dropped  off  the  graph.  Sig- 
nificantly lower. 

The  burden  was  not  borne  evenly  between  families.  This  chart 
demonstrates  that  if  you  go  back  to  1977 — so  it  is  bipartisan — if 
you  go  back  to  1977,  if  you  take  those  folks  in  the  bottom  20  per- 
cent of  income  in  this  country,  they  have  had — they  have  had  in 
real  dollar  terms  a  10  percent  decrease  in  their  income  over  that 
period.  The  middle,  they  have  had  a  4  percent — the  middle  20  per- 
cent, they  have  had  a  4  percent  decline.  But  the  top  1  percent,  they 
have  had  well  over  a  100  percent  increase  in  their  income  over  that 
period. 

And  that  is  why  I  believe  that  the  President's  package  is  correct 
when  it  focuses  on — when  it  gets  to  what  it  does  on  the  tax  side, 
when  it  focuses  on  raising  the  bracket  for  the  very  wealthiest 
people  in  this  society. 

You  have  to  remember  that  if  you  take  the  richest  1  percent  of 
people  in  this  country  and  take  a  look  at  what  share  of  national 
income  growth  they  got  since  1980,  if  you  take  every  single  dollar 
of  income  growth  that  anybody  in  this  society  got  from  1980 
through  today,  you  see  that  the  wealthiest  1  percent  got  more 
income  growth  than  90  percent  of  Americans  combined. 

And  so  I  know  we  are  hearing  some  concerns  expressed  about 
the  plight  of  the  truly  needy  millionaires  under  this  budget  propos- 
al that  the  President  is  sending  us,  but  the  fact  is  they  have  had  an 
enormous  increase  in  pre-tax  income  and  post-tax  income  since 
1980.  The  Federal  Reserve  reports  that,  between  1962  and  1983,  the 
share  of  total  private  net  worth  held  by  the  top  1  percent  barely 
budged,  but  between  1983  and  1989  it  surged  from  31  percent  to  37 
percent.  That  is  an  enormous  increase. 

Kevin  Phillips  also  indicated  in  his  new  book — he  cited  the  Index 
of  Social  Health,  developed  at  Fordham  University,  and  he  indicat- 
ed that  that  Index  monitors  17  problems  in  this  society  ranging 
from  child  abuse  to  the  percentage  of  Americans  without  health  in- 
surance. That  Index  dropped  to  record  lows  in  1992.  Pawnshops 
were  booming. 

Just  this  week  the  Agriculture  Department  reported  that  more 
than  one  American  in  10  now  receives  food  stamps,  the  largest  per- 


centage  since  the  program  began  in  1974.  So  we  have  got,  in  my 
view,  a  very  weak  economy  on  our  hands. 

I  think  that — and  I  think  we  have  a  problem  not  only  in  terms  of 
what  has  happened  in  Government  policy  but  what  has  happened 
in  terms  of  policy  in  the  private  sector  as  well.  Standards  of  fair- 
ness and  equity  were  violated  by  the  Government  in  the  1980's. 

David  Stockman  and  his  famous  Atlantic  Monthly  newsletter  de- 
scribed equity  as,  quote,  an  ornament  in  public  policy.  I  don't  be- 
lieve equity  is  an  ornament.  I  believe  it  is  a  core  ingredient.  It  is  a 
core  value.  We  have  seen  that  core  value  violated  on  the  public 
side  as  well  as  the  private  side  over  the  past  decade. 

If  you  take  a  look  at  1980,  corporate  executives  were  paid  30  to 
40  times  as  much  as  the  average  worker  in  their  same  plants.  By 
1990,  they  were  paid  about  130  to  140  times  as  much  as  the  average 
worker  in  their  plant,  if  you  take  a  look  at  the  Fortune  500  corpo- 
rations. 

That  is  wrong.  It  is  demoralizing  for  the  average  worker  in  this 
society.  And  I  just  happen  to  believe  in  the  old  maxim  that  where 
much  is  given,  much  is  expected.  And  I  think  that  is  the  maxim 
that  the  President  tries  to  follow  in  the  package  he  has  sent  to  us. 

All  I  want  to  do  this  morning  here  is  simply  describe  the  eco- 
nomic context  in  which  the  President's  package  is  being  presented. 
I  simply  want  to  say  that  I  continue  to  believe  that  the  stimulus 
package  is  critically  needed.  I  do  not  believe  that  2  years  from  now, 
for  instance,  that  our  problem  in  the  economy  is  that  the  economy 
will  have  grown  too  fast  or  that  jobs  will  have  been  created  at  too 
fast  a  pace.  In  fact,  my  main  concern  is  that,  even  under  the  Presi- 
dent's plan,  we  are  still  likely  to  have  less  job  growth  than  we 
want  and  less  economic  growth  than  we  want.  And  so  I  think  we 
would  be  ill  advised  to  scale  back  on  that  investment  package. 

I  would  also  ask — as  I  said  at  the  beginning,  I  would  urge  you 
not  to  chase  numbers  but  to  determine  policy.  This  difference,  this 
little  flap  we  have  had  between  CBO  and  OMB,  for  instance,  in  my 
view  is  a  rather  silly  debate  between  bureaucratic  computers, 
based  on  different  assumptions  about  what  different  activities  will 
mean  in  the  economy.  And  the  fact  is  probably  neither  one  of  them 
know  what  is  going  to  happen.  They  can  make  an  intelligent  guess. 
But,  if  you  will  remember,  there  was  $100  billion  difference  be- 
tween CBO's  estimate  and  George  Bush's  OMB  estimate  just  a 
couple  of  years  ago. 

And  so  I  think  that  we  ought  not  to  get  too  upset  when  we  see 
computers  debating  about  what  decimal  points  and  difference  in 
policy  judgments  actually  do  to  numbers.  The  economy  is  going  to 
take  whatever  numbers  we  produce,  whether  it  is  Republican  num- 
bers, Democratic  numbers,  and  it  is  probably  going  to  make  a 
monkey  out  of  them  anyway.  So  I  think  you  just  do  the  best  you 
can,  based  on  policy. 

Do  I  think  you  could  cut  more  spending  out  of  the  President's 
budget?  Undoubtedly.  I  expect  to  exercise  that  judgment  on  the 
Floor.  As  you  know,  I  have  never  supported  the  Supercollider  or 
the  space  station,  and  I  expect  to  make  cuts  like  that  or  cast  votes 
to  cut  programs  like  that  on  the  Floor. 

But  I  am,  frankly,  happy  that  they  were  not  in  the  President's 
budget,  because  I  doubt  that  they  are  going  to  pass,  and  I  think  the 


President's  budget  needs  to  be  based  on  realistic  assumptions  on 
what  he  can  get  through  here  by  way  of  spending  cuts.  And  so  I 
think  if  he  had  included  cuts  like  that  in  the  budget  people  would 
have  simply  questioned  the  credibility  of  the  package  because  they 
would  have  said  well,  those  aren't  likely  to  occur. 

So  I  would  just  say  that,  substantively  and  politically,  I  think  if 
we  err  at  all,  we  are  likely  to  err  on  the  side  of  policy  judgments 
that  mean  too  little  economic  growth  and  too  little  job  growth  in 
the  next  2  years.  Substantively,  I  very  much  believe  that. 

Politically,  in  case — in  the  remote  possibility  that  somebody  may 
be  looking  at  this  in  terms — through  political  glasses — I  would 
simply  say  that — I  would  ask  you  one  question:  Do  you  think 
people  will  be  better  off  running  for  reelection  2  years  from  now  if 
the  economy  has  created  4  million  new  jobs  and  the  deficit  has 
gone  down  by  $10  billion  or  if  we  have  created  no  new  jobs  and  the 
deficit  has  gone  down  by  $30  billion?  I  think  we  know  the  answer 
to  that. 

And  I  would  suggest  that  people  need  to  understand  that,  when 
we  run  for  election  in  2  years,  the  deficit  is  not  likely  to  have  gone 
down  at  all,  because  what  we  are  trying  to  do  in  the  first  2-year 
period  is  to  simply  stop  the  rise  in  that  deficit,  which  is  going  to  be 
exploding  if  we  don't  get  a  handle  on  it.  So  we  will  be  lucky  over 
the  short-term  to  even  level  it  off.  The  goal  has  to  be  to  make  cer- 
tain that  over  the  long  term  it  progresses  steadily  downward,  and 
that  ought  to  be  the  guiding  rule  in  your  policies,  in  my  view. 

[The  prepared  statement  of  Hon.  David  R.  Obey  follows:] 

Prepared  Statement  of  Hon.  David  R.  Obey,  Chairman,  Joint  Economic 

Committee 

Mr.  Chairman,  as  Chairman  of  the  Joint  Economic  Committee,  I  am  pleased  to 
discuss  our  economic  situation,  our  goals  and  policies. 

Today,  we  are  at  a  turning  point  in  our  economic  history.  The  country  has  en- 
dured three  long  years  of  recession,  bare-bones  growth,  disappearing  jobs  and  falling 
incomes.  Over  the  course  of  the  last  12  years,  the  American  middle  class  has  been 
severely  damaged  and  the  American  dream  has  been  threatened. 

The  American  people  want  change,  but  this  time  around  they  are  much  more 
skeptical  about  our  ability  to  deliver  it.  We  have  for  the  first  time  in  more  than  a 
decade  a  real  opportunity  to  try  to  reverse  the  decline  in  middle  class  fortunes,  to 
end  an  era  of  regressive  taxation,  and  to  rein  in  the  deficit.  It  is  critical  that  we 
understand  how  serious  these  challenges  are,  and  the  consequences  if  we  do  not 
seize  this  opportunity. 

From  1946  through  the  early  1970's,  both  parties  managed  the  economy  in  a  way 
that  brought  record  prosperity  to  American  families.  The  poverty  rate  was  declin- 
ing, and  the  gap  between  the  rich  and  the  poor  was  closing.  At  the  same  time,  Fed- 
eral debt  as  a  percentage  of  national  income  was  declining.  We  felt  good  about  our 
economic  future. 

But  growth  started  to  slow  around  1973.  The  national  economy  and  the  world 
economy  were  changing,  and  our  economic  policies  were  not  keeping  up  with  those 
changes.  Family  income  flattened,  and  we  found  it  harder  to  reduce  our  debt 
burden.  By  the  end  of  the  decade,  America  was  ready  for  change. 

It  was  billed  as  the  Reagan  revolution.  The  lofty  goals  we  set  for  policy  in  the 
Employment  Act  of  1946 — economic  growth  with  fairness,  equality  of  opportunity 
and  useful  employment — were  replaced  with  a  philosophy  called  trickle  down  eco- 
nomics: Cut  taxes  for  those  at  the  top.  Exalt  the  markets.  Maximize  wealth.  Some- 
how, the  benefits  were  supposed  to  trickle  down  to  regular  Americans.  In  a  system 
designed  to  provide  liberty  and  justice  for  all,  what  happened  next  is  simply  extraor- 
dinary. The  very  rich  got  richer,  incredibly  richer,  while  the  gap  between  the  rich 
and  the  rest  of  us  widened  to  what  one  economist  called  "Great  Gatsby  levels."  For 
the  average  worker,  good  jobs  became  harder  to  come  by.  Stagnant  incomes  forced 


families  to  send  two  people  out  to  be  breadwinners.  The  burden  of  debt — govern- 
ment debt,  family  debt  and  business  debt — increased  dramatically. 

The  best  way  to  understand  the  problems  confronting  President  Clinton  is  to  rec- 
ognize that  four  deficits  have  afflicted  our  economic  performance  during  the  past  20 
years. 

The  first  chart  illustrates  the  most  familiar  problem,  the  Federal  budget  deficit. 
Before  the  1980's,  the  largest  deficit  in  our  Nation's  history  was  $74  billion  in  fiscal 
year  1976.  In  1981,  President  Reagan  submitted  his  famous  supply-side  budget,  cut- 
ting taxes  and  doubling  military  spending.  He  told  us  the  economy  would  grow  so 
fast  the  deficit  would  be  reduced  to  zero  by  fiscal  year  1984.  Instead,  the  deficit  ex- 
ploded from  $79  billion  in  1981  to  $208  billion  just  two  years  later. 

An  even  more  meaningful  measure  of  the  financial  burden  of  the  Federal  budget 
deficit  is  the  ratio  of  the  debt  of  the  Federal  Government  to  the  Gross  Domestic 
Product,  the  total  output  of  our  economy.  At  the  end  of  World  War  II,  the  debt  actu- 
ally exceeded  GDP;  then  it  gradually  fell  to  about  25  percent  by  1974.  It  stayed  at 
about  25  percent  until  1980.  But  since  the  first  Reagan  budget,  it  has  steadily  risen, 
more  than  doubling  to  51  percent  of  our  national  income  by  1992. 

We  also  went  into  debt  to  the  rest  of  the  world.  We  were  the  world's  biggest  credi- 
tor nation,  but  during  the  1980's,  we  began  borrowing  from  the  rest  of  the  world.  By 
the  late  1980's  we  had  become  the  world's  biggest  debtor  nation. 

The  Reagan  revolution  "cannot  be  simply  exonerated  as  a  good  try  that  failed. 
The  magnitude  of  the  fiscal  wreckage  and  the  severity  of  the  economic  danger  that 
resulted  are  too  great  to  permit  such  an  easy  verdict."  Those  are  not  my  words. 
Those  are  the  words  of  David  Stockman,  President  Reagan's  own  Budget  Director, 
in  his  1986  book  The  Triumph  of  Politics. 

I  personally  believe  another  deficit  is  equally  important  to  the  Federal  deficit — 
our  investment  deficit,  our  failure  to  invest  adequately  in  our  people  and  our  en- 
gines of  growth.  During  the  1980's,  the  investment  portion  of  the  Federal  budget — 
which  covers  both  physical  investment  and  investment  in  human  capital — went 
from  16  percent  of  total  outlays  to  9  percent,  a  decline  of  more  than  40  percent. 

The  government  invested  less  and  so  did  the  private  sector.  Net  investment — that 
is,  the  portion  of  total  investment  above  depreciation  that  actually  expands  our  na- 
tional stock  of  capital — averaged  about  7  percent  of  Net  National  Product  per  year, 
until  the  1980's,  when  it  plunged  to  historic  lows.  Our  investment  in  nondefense  re- 
search and  development  is  far  below  that  of  Japan  and  West  Germany  as  a  fraction 
of  GNP. 

This  failure  to  invest  for  the  future  has  drained  our  economic  energy  and  left  us 
with  yet  another  deficit:  a  growth  deficit.  The  growth  of  the  economy  during  the 
past  4  years  was  the  lowest  of  any  4-year  period  in  the  post-war  period. 

Now  there  are  some  signs  that  the  economy  is  starting  to  improve.  It  is  now  re- 
ported that  the  economy  grew  at  an  annual  rate  of  4.1  percent  in  the  last  six 
months  of  1992,  with  the  growth  rate  for  the  year  at  2.1  percent. 

Economic  reports  released  this  week  continue  to  be  mixed.  The  unemployment 
rate  for  February  fell  by  one-tenth  of  a  percentage  point  from  January's  7.1  percent. 
But  sales  of  new  homes  declined  by  13.8  percent  in  January,  while  sales  of  existing 
homes  fell  6.4  percent.  Construction  spending  fell  1.3  percent.  Real  consumer  spend- 
ing, which  had  fueled  4th  quarter  growth,  fell  in  January.  The  index  of  leading  indi- 
cators, which  is  supposed  to  forecast  economic  conditions  several  months  ahead,  flat- 
tened out,  rising  just  0.1  percent  in  January. 

We  are  still  in  a  jobs  recession. 

In  the  23  months  of  this  recovery,  job  growth  has  been  only  about  one-fifth  of  the 
typical  post-war  economic  recovery.  During  the  past  4  years,  job  growth  was  the 
lowest  of  any  post-war  Presidential  term. 

The  unemployment  rate  in  February  was  higher,  in  fact,  than  it  was  at  the 
bottom  of  the  recession. 

There  are  more  unemployed  people  today,  after  23  months  of  recovery,  than  at 
the  worst  point  of  every  other  post-war  recession  but  one. 

In  addition  to  the  8.9  million  people  who  are  officially  counted  as  unemployed, 
there  are  some  6.5  million  people  who  are  working  part-time  because  they  want  but 
cannot  find  full-time  jobs.  These  people  don't  show  up  in  the  official  unemployment 
rate. 

In  the  private  sector,  which  this  country  depends  on  for  its  economic  strength, 
there  are  1.2  million  fewer  private  sector  payroll  jobs  now  than  there  were  at  the 
start  of  the  recession. 

This  problem  of  inadequate  job  growth  is  compounded  by  the  fact  that  there  are 
still  many  firms  that  expect  to  reduce  their  work  force  in  the  coming  year.  For  ex- 
ample, Sears,  Roebuck  &  Co.  will  eliminate  some  50,000  jobs,  and  Boeing  will  cut  up 
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to  20,000  jobs.  Some  big  cuts  that  were  announced  last  year,  like  the  78,000  job  cut 
by  General  Motors,  are  being  carried  out  this  year. 

As  President  Clinton  said,  any  recovery  worth  its  salt  generates  jobs.  By  this 
standard — and  this  is  the  standard  that  really  matters  to  the  American  people — this 
recovery  isn't  really  worth  its  salt. 

In  many  respects,  the  economy  is  like  a  plane  that  is  finally  getting  off  the 
ground,  but  it  is  flying  low  and  there's  not  much  gas  is  it.  We've  got  to  keep  the 
engines  going,  and  get  the  plane  flying  higher  and  faster  if  we  are  going  to  clear  the 
mountains  of  economic  problems  that  loom  in  our  future.  The  economy  clearly 
needs  a  boost.  That  is  why  I  strongly  support  the  stimulus  package.  Indeed,  I  would 
do  more.  The  economy  is  not  going  to  be  growing  too  fast  or  creating  too  many  jobs 
next  year.  My  concern  is  that,  even  under  the  President's  plan,  it  will  not  be  provid- 
ing as  many  jobs  as  we  need. 

There  is  another  deficit  that  the  new  Administration  will  have  to  address,  one 
that  every  American  family  feels:  an  income  deficit.  Real  compensation  per  hour, 
which  includes  both  earnings  and  fringe  benefits  and  encompasses  all  workers,  rose 
through  the  early  1970's  but  has  been  stagnant  ever  since.  For  most  workers,  how- 
ever, paychecks  have  been  shrinking.  Real  average  hourly  earnings  have  actually 
been  falling  for  two  decades.  To  compensate  for  small  paychecks,  many  families  put 
two  people  into  the  workplace,  or  family  members  worked  two  jobs. 

While  the  middle  class  found  itself  on  a  treadmill  during  the  1980's,  the  upper 
class  was  on  a  high-speed  train.  The  wealthy,  well-educated  and  well-connected  did 
very  well  in  the  1980's.  The  richest  one  percent — those  with  incomes  averaging 
more  than  $600,000 — experienced  more  income  gains  in  the  1980's  than  90  percent 
of  all  other  Americans  combined.  The  Federal  Reserve  Board  reports  that  between 
1962  and  1983,  the  share  of  total  private  net  worth  held  by  the  top  one  percent 
barely  budged.  But  between  1983  and  1989,  it  surged  from  31  percent  to  37  percent. 

If  the  1980's  put  the  average  American  family  in  an  economic  vise,  the  last  four 
years  squeezed  it  harder.  As  noted  author  Kevin  Phillips  points  out  in  his  new  book, 
Boiling  Point:  "By  the  end  of  1992  it  was  clear  that  the  economic  stagnation  of  the 
Bush  years  had  wiped  out  the  small  gains  of  the  1980's;  median  household  income 
fell  3.5  percent  in  1991,  after  adjustment  for  inflation,  leaving  the  average  family 
worse  off  than  it  was  when  George  Bush  took  office  in  January  1989.  The  statistics 
of  middle  class  erosion  were  startling . . .  welfare,  food  stamps  and  unemployment 
lines  soon  came  to  the  suburbs  and  high  tech  centers,  where  a  few  years  earlier 
such  pain  had  seemed  impossible." 

Phillips  cites  several  measurements  of  increased  social  and  economic  distress.  The 
Index  of  Social  Health,  developed  at  Fordham  University,  monitors  seventeen  prob- 
lems ranging  from  child  abuse  to  the  percentage  of  Americans  without  health  insur- 
ance. The  Index  dropped  to  record  lows  in  1992.  Pawnshops  are  booming.  Just  this 
week,  the  Agriculture  Department  reported  that  more  than  one  American  in  ten 
now  receives  food  stamps,  the  largest  percentage  since  the  program  began  in  1964. 

Clearly,  we  need  more  vigorous  economic  growth,  but  economic  growth  is  not  an 
end  in  itself.  It  is  a  way  to  a  higher  standard  of  living  and  a  better,  fairer,  and  more 
decent  society.  President  Clinton  recognizes  this  challenge  in  the  proposal  he  has 
asked  us  to  consider. 

The  President's  plan  represents  a  major  change  in  economic  policy  and  in  budget 
practice.  Not  all  of  us  are  going  to  agree  with  each  individual  item,  and  it  is  Con- 
gress' responsibility  to  review  the  proposal  carefully.  But  on  the  whole,  it  is  a  fair 
budget.  The  primary  burden  will  fall  on  those  who  can  bear  it  most.  I  believe  we 
ought  to  go  further  in  cutting  programs  such  as  the  Space  Station  or  the  Supercol- 
lider, but  we  will  get  our  chance  to  do  that  on  the  floor. 

The  wealthiest  Americans  will  be  asked  to  give  something  back  for  the  gains  they 
enjoy.  Working  middle-income  Americans  will  not  pay  higher  income  taxes,  and  will 
be  asked  to  contribute  a  modest  amount  each  month  depending  on  how  much 
energy  they  consume.  And  we  will  finally  end  a  distinction  between  us  and  most 
other  industrialized  nations,  a  distinction  that  has  not  made  us  proud.  In  this  coun- 
try, there  are  still  many  Americans  who  work  full-time  and  still  must  raise  their 
children  in  poverty.  One  of  the  best  things  about  this  plan  is  that  it  rewards  hard 
work  by  changing  the  Earned  Income  Tax  Credit  to  ensure  that  a  parent  who  plays 
by  the  rules,  works  forty  hours  a  week,  and  has  children  at  home  will  no  longer  live 
in  poverty.  That's  the  least  our  system  ought  to  be  able  to  do  for  these  hardworking 
Americans. 

I  realize  there  are  some  people  who  are  unhappy  about  increasing  tax  rates  for 
those  at  the  top.  Let  me  say  that  I  have  nothing  against  the  rich.  I  would  like  every- 
one to  be  rich.  But  I  also  believe  in  equity,  and  that  the  responsibilities  of  citizen- 
ship should  be  fairly  shared. 


These  standards  were  violated  by  the  huge  tax  cuts  for  those  at  the  top  in  the 
1980's.  Tax  rates  hit  record  lows  for  truly  needy  millionaires. 

The  standards  of  fairness  and  equity  were  violated  by  business  as  well  as  govern- 
ment. In  1980,  corporate  executives  were  paid  some  30  to  40  times  as  much  as  their 
average  worker.  By  1990,  these  executives  were  taking  in  130  to  140  times  as  much 
as  they  paid  their  average  worker,  and  they  were  paying  a  lower  tax  rate  than  they 
had  paid  in  1980.  This  is  wrong  and  it  is  demoralizing  for  the  average  American. 

There  is  an  old  saying  that  is  appropriate  to  the  current  situation:  for  those  to 
whom  much  is  given,  much  is  expected.  Americans  know  that  our  past  policies  have 
not  been  fair,  and  I  believe  they  will  support  a  return  to  standards  of  equity  and 
fairness. 

The  real  issue  for  all  Americans,  regardless  of  income,  is  not  whether  it  will  cost 
us  something.  The  real  issue  is  whether  it  will  cost  all  of  us  more  or  less  than  con- 
tinuing with  the  status  quo. 

Without  a  major  change,  it  will  be  harder  to  find  a  decent  job,  harder  to  find  an 
affordable  home,  harder  to  send  a  kid  to  college.  But  most  of  all,  if  we  do  nothing,  it 
will  be  harder  for  each  of  us  to  look  into  the  eyes  of  our  children  and  our  grandcbil- 
dren  and  tell  them  that  we  have  met  our  responsibilities  for  their  future. 

Chairman  Sabo.  Thank  you  for  some  very  excellent  testimony,  I 
think  a  very  excellent  analysis  of  the  history  over  the  last  20  years. 

Charlie,  do  you  have  any  questions? 

Bill? 

Mr.  Orton.  Excuse  me.  I  would  like  to  just  ask  one. 

First  you  know,  I  agree  with  you,  and  I  agree  with  the  Chair- 
man, that  that  is  an  excellent  analysis  of  the  history.  You  spoke 
about  the  stimulus  package,  and  I  largely  support  the  general  di- 
rection. I  have  some  questions  in  some  of  the  areas,  as  many  of  us 
do. 

Alan  Greenspan  sat  here  a  few  days  ago  and  told  us  that  if  we 
took  a  fiscally  responsible  approach  and  could  reduce  interest  by 
just  one  percentage  point,  the  equivalent  is  a  $90  billion  stimulus 
to  the  economy. 

Mr.  Obey.  Right. 

Mr.  Orton.  We  are  talking  about  a  $30  billion  stimulus  package, 
and  I  am  wondering  if  you  would  like  to  compare  the  two  and  tell 
us  how  you  think  those  interplay. 

Mr.  Obey.  Well,  I  think  you  have  a  delicate  balancing  act  to  per- 
form. 

There  is  no  question  that  if  what  we  do  is  accompanied  by  the 
right  changes  in  the  markets  and  the  interest  rates,  we  will  be 
better  off.  There  is  no  question  that  you  can  provide  more  economic 
stimulus  with  declining  interest  rates  than  you  can  with  increased 
expenditures  of  the  kind  that  we  are  talking  about,  if  people 
borrow.  But  we  don't,  in  fact,  know  whether  they  will. 

We  don't  know  whether  we  will  have  success  in  getting  rid  of  the 
credit  crunch  in  California,  as  Governor  Wilson  was  talking  about 
last  night  on  television,  for  instance.  And  so  I  think  the  President 
is  very  wisely  recognizing  that  you  have  to  hedge  your  bet.  So  he  is 
betting  that,  if  you  have  enough  discipline,  that  you  will  get  the 
right  response  in  the  financial  sector.  But  we  don't  know  that  be- 
cause we  don't  know  whether,  even  though  interest  rates  are 
lower,  whether  people  will  actually  take  advantage  of  it  sufficiently 
to  produce  that  increase.  We  think  they  will,  but  we  are  not  cer- 
tain. 

And  as  the  economic  numbers  ought  to  tell  us — I  mean,  if  you 
observe  what  is  happening,  1  week  we  will  get  a  bunch  of  news 
which  makes  it  look  like  the  economy  is  starting  to  really  pick  up. 
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The  next  week  it  looks  like  it  is  starting  to  sag  again.  It  is  like  an 
airplane  just  off  the  ground  with  a  heavy  load  and  you  hope  like 
hell  it  is  going  to  clear  the  treetops.  And  we  don't  know  if  it  is  yet. 
And  so  we  better  be  getting  that  baby  going  up  fast  enough  early 
so  that  we  can  move  up  so  that  that  growth  is  compounded  in 
future  years.  If  you  don't,  then  no  matter  how  much  you  cut  on  the 
deficit,  the  deficit  number  is  going  to  be  higher  than  it  was  when 
you  started  anyway. 

I  don't  want  us  to  repeat  the  mistake  that  we  had  in  1979  when 
Paul  Volker  told  us  that  we  had  to  cut  $16  billion  out  of  President 
Carter's  budget  or  else  we  would  hit  a  deficit  of  $60  billion  and  the 
sky  would  fall.  And  so  we  met  in  Bobby  Byrd's  office  for  3  weeks 
going  around  the  table  cutting  $16  billion  out  of  everybody's  favor- 
ite programs.  We  cut  $16  billion  in  programs,  and  you  know  what 
the  deficit  did?  It  went  up  because  the  economy  sagged. 

And  we  are  in  danger  of  that  happening  again  if  we  don't  hedge 
our  bets. 

Mr.  Orton.  Thank  you,  Mr.  Obey. 

Thank  you,  Mr.  Chairman. 

Chairman  Sabo.  Thank  you  very  much. 

Mr.  Obey.  Thank  you. 

Chairman  Sabo.  Mr.  Waxman,  the  Chairman  of  the  Subcommit- 
tee on  Health  and  the  Environment.  Welcome. 

STATEMENT  OF  HON.  HENRY  A.  WAXMAN,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  CALIFORNIA 

Mr.  Waxman.  Thank  you  very  much,  Mr.  Chairman  and  mem- 
bers of  the  committee.  I  thank  you  for  this  opportunity  to  testify  on 
President  Clinton's  budget  proposals. 

Overall,  this  is  an  insightful  and  courageous  proposal.  The  Presi- 
dent has  met  head-on  two  of  our  greatest  challenges,  improving  the 
economy  and  reducing  the  deficit,  and  I  support  him  in  these  ef- 
forts. 

He  has  also  recognized  that  a  major  component  of  revitalizing 
the  economy  and  reducing  the  deficit  must  be  enactment  of  com- 
prehensive health  care  reform.  No  other  President  has  so  clearly 
made  the  link  between  the  crisis  in  our  health  care  system  and  our 
national  economic  problems.  And  I  applaud  President  Clinton's 
commitment  to  health  care  reform,  and  I  look  forward  to  working 
with  him  on  this  issue. 

Let  me  turn  now  to  some  comments  and  concerns  that  I  would 
like  to  express  on  a  number  of  health  and  environmental  pro- 
grams. 

The  President's  proposals  include  a  series  of  medicare  outlay  re- 
ductions that  would  over  the  next  5  years  reduce  expenditures  by 
over  $53  billion.  The  magnitude  of  these  reductions,  if  accom- 
plisiied  without  any  other  health  care  system  changes,  could  sig- 
nificantly increase  the  cost  of  services  to  the  private  sector.  It  is 
my  firm  belief  that  further  reductions  in  medicare  outlays  should 
be  pursued  in  the  context  of  containing  health  costs  as  part  of  over- 
all health  care  reform.  Savings  from  publicly  financed  health  pro- 
grams should  be  used  to  support  the  costs  of  universal  coverage  for 
basic  health  services. 
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I  do  want  to  express  my  support  for  the  administration's  decision 
to  reject  any  proposal  to  link  the  medicare  part  B  premium  to 
income.  It  is  my  view  that  such  a  policy  would  undermine  the  goal 
of  universal  voluntary  participation  in  part  B.  It  would  be  unwise 
to  create  incentives  for  higher  income  beneficiaries  to  seek  cover- 
age for  part  B  services  in  the  private  insurance  market. 

Certainly  one  of  the  strengths  of  the  medicare  program  has  been 
the  broad  base  of  support  it  enjoys  across  all  income  groups;  and,  of 
course,  if  high  income  beneficiaries  voluntarily  choose  not  to  select 
part  B  coverage,  it  would  leave  the  medicare  program  with  a  lower 
income  and  probably  a  sicker  population  group. 

I  would  also  like  to  acknowledge  my  support  for  exempting  pri- 
mary care  services  from  across-the-board  cuts  in  physician  services. 
As  we  move  to  restructure  our  health  system  to  emphasize  primary 
and  preventive  care,  we  must  continue  adequate  support  for  the  de- 
livery of  these  services. 

At  this  point,  I  have  not  had  an  opportunity  to  review  in  detail 
all  the  medicare  proposals  included  in  the  President's  economic 
message.  However,  I  do  think  we  must  carefully  consider  the  mag- 
nitude of  these  cuts  and  the  impact  they  are  likely  to  have  on  med- 
icare beneficiaries'  access  to  care. 

Prior  reductions  of  $44  billion  in  medicare  under  the  Omnibus 
Budget  Reconciliation  Act  of  1990  are  still  being  implemented. 
While  there  is  no  evidence  of  widespread  limitations  on  patient 
access  to  doctors  and  hospitals,  I  think  we  must  proceed  cautiously. 
It  would  certainly  be  counterproductive  to  make  payment  cuts  that 
undermine  those  institutions  and  practitioners  that  many  benefici- 
aries rely  upon. 

I  do  want  to  reiterate  how  critical  it  is  to  integrate  these  short- 
term  budget  proposals  with  plans  for  comprehensive  health  reform. 
While  I  would  expect  the  medicare  program  to  continue  as  a  sepa- 
rate program  for  the  elderly  and  disabled,  the  interaction  between 
medicare  and  the  private  sector  requires  careful  coordination. 

In  the  medicaid  program,  Mr.  Chairman,  I  particularly  want  to 
draw  your  attention  to  what  the  President  is  proposing  to  do.  He  is 
asking  for  $8.7  billion  in  outlay  reductions  over  the  next  5  years. 
Again,  as  in  the  case  of  the  medicare  savings,  I  believe  that  what- 
ever responsible  savings  we  can  find  in  the  medicaid  program 
should  be  applied  to  the  financing  of  health  care  reform.  Even  in  a 
program  as  large  as  medicaid,  projected  to  cost  the  Federal  Govern- 
ment $92  billion  in  fiscal  year  1994,  $8.7  billion  over  5  years  is  a 
large  reduction. 

Mr.  Chairman,  I  do  not  believe  that  we  can  achieve  that  level  of 
savings  without  shifting  costs  to  the  States,  reducing  reimburse- 
ment to  providers,  or  terminating  coverage  for  beneficiaries.  And 
for  that  reason,  Mr.  Chairman,  I  think  these  medicaid  cut  propos- 
als are  not  well  thought  through  and  are  very,  very  troublesome. 
Because,  if  we  make  these  kind  of  cuts  in  medicaid,  we  are  going  to 
shift  the  cost  to  the  States,  reduce  reimbursement  to  providers  or 
terminate  coverage  to  beneficiaries.  These  are  not  goals  that  we 
ought  to  be  supporting. 

A  few  brief  comments  on  the  President's  proposed  changes.  The 
President  proposes  to  reduce  the  enhanced  matching  rates  for  cer- 
tain   administrative    functions,    including    inspections    of  nursing 
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homes,  the  operation  of  State  fraud  control  units  and  utilization 
control  and  quality  assurance.  CBO  estimates  this  would  reduce 
Federal  medicaid  outlays  by  $1.7  billion  over  the  next  5  years. 

Your  committee  has  already  rejected  these  very  same  proposals 
three  times  in  the  past,  and  I  would  urge  you  to  do  so  again.  It  will 
not  save  money.  It  is  purely  a  shift  of  costs  to  the  States.  More  im- 
portantly, it  threatens  some  extremely  important  activities  at  the 
State  level. 

For  example,  if  the  Federal  matching  funds  for  nursing  home  in- 
spections are  reduced,  then  States  like  California,  which  is  in  the 
third  year  of  the  most  severe  economic  downturn  since  the  1930's, 
will  not  make  up  the  shortfall  with  their  own  funds.  Instead  they 
will  reduce  the  number  of  inspections,  leaving  residents  in  sub- 
standard facilities  unprotected. 

Similarly,  if  Federal  matching  funds  for  fraud  control  units  are 
reduced,  States  will  not  replace  the  lost  dollars.  This  will  result  in 
fewer  investigations,  fewer  prosecutions,  and  reduced  pressure  on 
fraudulent  and  abusive  providers.  In  short,  these  matching  rate  re- 
ductions send  the  wrong  message  and  should  be  rejected. 

The  President  also  proposed  to  remove  the  prohibition  against 
the  use  of  drug  formularies  by  State  medicaid  programs.  CBO  esti- 
mates this  will  reduce  Federal  outlays  by  $225  million  over  the 
next  5  years. 

But,  as  you  will  remember,  in  1990  you  instructed  our  committee 
to  legislate  changes  in  medicaid  that  would  achieve  $1.9  billion  in 
savings  through  reforms  in  the  purchase  of  prescription  drugs.  We 
complied,  after  a  memorably  contentious  debate  as  to  how  to  make 
these  changes. 

What  emerged  in  the  1990  budget  reconciliation  bill  was  an 
agreement  between  the  Federal  Government  and  the  drug  indus- 
try: we  will  give  you  access  to  a  national  medicaid  market  for  all 
your  products,  and  you  will  give  us  and  the  States  rebates  on  each 
of  your  products.  Just  last  year  we  extended  this  basic  agreement 
to  the  Veterans'  Administration,  the  Department  of  Defense  and 
the  Public  Health  Service-funded  clinics. 

Well,  the  President's  proposal  would,  in  effect,  reopen  this  agree- 
ment by  allowing  each  State  to  pick  and  choose  the  drugs  it  will 
offer  under  its  medicaid  program  through  the  use  of  formularies. 
This  potentially  eliminates  the  national  medicaid  market  and  may 
destabilize  the  1990  agreement.  While  the  use  of  formularies  can 
potentially  generate  savings,  if  we  are  to  go  this  route  it  is  essen- 
tial that  we  prevent  States  from  using  formularies  that  deny  bene- 
ficiaries access  to  high  cost,  but  medically  necessary,  drugs.  While  I 
agree  medicaid  is  still  paying  too  much  for  many  drugs,  I  hope 
your  committee  and  the  administration  consider  other  approaches 
to  savings  in  this  area. 

Earlier  this  week  the  Washington  Post  described  how  the  State 
of  New  Hampshire  and  the  Bush  Administration  had  negotiated  a 
series  of  deals  under  which  the  State  collected  over  $400  million  in 
extra  Federal  matching  funds  during  1991  and  1992.  According  to 
the  Post,  State  officials  said  that  only  a  small  amount  of  the  wind- 
fall went  to  expanding  services  for  low-income  families,  disabled 
and  elderly  beneficiaries.  Instead,  the  funds  were  used  to  balance 
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the  State's  budget  without  any  State  tax  increases.  Evidently,  this 
is  what  the  Bush  administration  thought  of  as  flexibility. 

Well,  let  me  be  very  clear  on  this.  First,  if  what  the  Post  report- 
ed is  accurate,  it  represents  a  completely  unacceptable  use  of  Fed- 
eral medicaid  dollars.  I  am  confident  the  Clinton  administration 
will  not  tolerate  the  use  of  Federal  medicaid  dollars  to  fund  State 
judicial  systems,  highway  programs  or  anything  other  than  the 
provision  of  covered  health  and  long-term  care  services  to  eligible 
beneficiaries. 

The  budget  also  includes  more  than  $1  billion  in  user  fees  over  4 
years  to  be  paid  by  drug  and  medical  device  companies  that  have 
received  safety  and  efficacy  certifications  from  the  Food  and  Drug 
Administration.  I  would  like  to  make  two  points  with  respect  to 
these  fees. 

First,  I  assume  that  these  fees  are  above  and  beyond  the  drug 
user  fees  that  were  enacted  by  the  last  Congress  as  part  of  the  Pre- 
scription Drug  User  Fee  Act  of  1992.  That  law  will  raise  approxi- 
mately $325  million  in  user  fees  to  be  paid  by  drug  companies. 
Those  fees  will  be  dedicated  to  increasing  resources  for  the  drug  ap- 
proval process  and  to  significantly  speeding  up  the  approval  of 
drugs  designed  to  treat  serious  and  life-threatening  diseases  such 
as  cancer  and  AIDS. 

The  Food  and  Drug  Administration  has  projected  that  within  5 
years,  as  a  result  of  this  act,  it  will  be  able  to  reach  decisions  on 
approving  these  drugs  in  6  months,  one-half  the  time  required  in 
recent  years.  It  is  critical  to  the  public  health  that  the  approval  of 
important  drugs  not  be  delayed  because  of  inadequate  resources  at 
the  agency.  Full  implementation  of  the  Prescription  Drug  User  Fee 
Act  of  1992  is  the  best  means  of  promoting  that  important  goal. 

Second,  in  the  past,  many  of  us  have  strongly  opposed  proposals 
to  charge  user  fees  to  regulated  industries. 

Last  year,  Chairman  John  Dingell  and  I  worked  with  the  admin- 
istration, the  drug  industry,  the  Ways  and  Means  and  Appropria- 
tions Committees  and  the  relevant  committees  in  the  Senate  to 
craft  a  user  fee  bill  that  is  dedicated  to  improving  the  functioning 
of  the  regulatory  process,  not  reducing  the  deficit.  This  was  a  care- 
fully crafted  compromise  that  could  be  used  to  improve  other  pro- 
grams at  the  FDA  and  could  be  used  as  a  model  for  other  agencies. 
The  drug  industry  was  wary  of  entering  into  negotiations  to  estab- 
lish a  workable  user  fee  program,  and  many  Members  were  ex- 
tremely reluctant  to  support  the  bill  because  they  feared  that  the 
user  fees  would  ultimately  go  towards  deficit  reduction  rather  than 
the  promised  improvements  at  FDA. 

If,  only  a  few  months  after  negotiating  this  package  supported  by 
all  parties,  we  use  the  concept  of  user  fees  for  deficit  reduction,  I 
fear  we  will  have  closed  the  door  to  future  cooperation  on  applying 
user  fees  to  improve  the  functioning  of  Federal  agencies.  Therefore, 
I  urge  this  committee  to  delete  from  the  budget  any  user  fees  that 
are  inconsistent  with  the  Prescription  Drug  User  Fee  Act. 

On  the  environment,  I  am  very  pleased  to  see  that  the  Clinton 
administration  has  proposed  substantial  new  Federal  funding  to 
support  the  efforts  of  States  and  localities  to  meet  the  contamina- 
tion standards  of  the  Safe  Drinking  Water  Act.  Such  funding  is 
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desperately  needed  to  help  water  suppliers  provide  safe  water  as 
the  act  requires. 

I  also  commend  the  Clinton  administration  for  selecting  a  reve- 
nue-producing mechanism,  the  energy  tax,  that  will  serve  to  pro- 
mote energy  conservation  and  reduce  pollution. 

I  am  concerned,  however,  that  some  components  of  the  adminis- 
tration's economic  stimulus  program  could  unintentionally  increase 
public  and  worker  exposure  to  lead.  Lead  is  a  very  highly  toxic  sub- 
stance, and  it  causes  immediate  poisoning  of  children  and  a  decline 
of  their  intellectual  capacities  and  learning  ability. 

Within  the  last  year,  the  National  Institute  for  Occupational 
Safety  and  Health,  NIOSH,  and  several  States  issued  hazard  alerts 
reporting  extensive  lead  poisoning  during  construction  projects 
such  as  bridge  renovation.  Increasing  Federal  investment  in  those 
projects  in  the  stimulus  package  could  increase  worker  lead  poison- 
ing and  public  exposure  unless  proper  precautions  are  adopted. 
Congress  enacted  such  precautionary  measures  last  year  in  the 
Lead-based  Paint  Hazard  Reduction  Act.  The  committee  recom- 
mends that  these  measures  be  implemented  and  funded  as  part  of 
any  effort  to  stimulate  infrastructure  renovation. 

It  would  not  be  wise  to  begin  a  bridge  renovation  program  with- 
out making  sure  we  have  in  place  ways  to  protect  the  workers  and 
the  public  from  exposure  to  lead  that  will  certainly  come  about 
when  the  sandblasting  of  these  bridges  takes  place  as  part  of  that 
renovation. 

On  AIDS  issues,  while  the  indications  are  that  the  budget  will 
include  additions  in  Ryan  White  funding,  as  well  as  incremental 
increases  in  research  and  prevention  funds,  the  epidemic  is  build- 
ing up  such  speed  that  more  funding  will  be  needed  sooner.  Post- 
poning these  expenditures  will  only  compound  the  problems,  lead- 
ing to  more  illness  and  more  ultimate  costs. 

Although  the  President's  budget  does  not  address  public  health 
programs  in  great  detail,  I  would  like  to  state  for  the  record  that  I 
believe  that  we  need  to  make  an  immediate  investment  in  tubercu- 
losis research,  prevention,  and  control.  Any  shortchanging  of  these 
activities  at  this  point  would  certainly  result  in  very  serious  prob- 
lems in  the  future. 

We  have  the  opportunity  to  keep  a  major  outbreak  from  turning 
into  a  major  epidemic  and  the  Centers  for  Disease  Control  has  laid 
out  a  multi-drug-resistant  TB  control  plan  with  first  year  costs  of 
$525  million.  While  that  is  a  major  investment,  it  is  certainly 
cheaper  than  the  spread  of  MDRTB  hospitalizations  and  deaths 
that  will  otherwise  result. 

I  know  we  face  a  difficult  task  of  reconciling  these  important 
needs  with  the  obvious  budget  constraints,  but  I  look  forward  to 
working  with  the  committee  and  the  President  to  do  all  we  can  to 
ensure  the  health  of  the  American  people. 

Thank  you,  Mr.  Chairman.  I  would  be  pleased  to  answer  any 
questions. 

[The  prepared  statement  of  Hon.  Henry  A.  Waxman  follows:] 
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Prepared  Statement  of  Hon.  Henry  A.  Waxman,  Chairman,  Subcommittee  on 

Health  and  the  Environment 

Thank  you,  Mr.  Chairman,  for  the  opportunity  to  testify  this  morning  on  Presi- 
dent Clinton's  budget  proposals.  Overall,  this  is  an  insightful  and  courageous  pro- 
posal. The  President  has  met  head  on  two  of  our  greatest  challenges — improving  the 
economy  and  reducing  the  deficit — and  I  support  him  in  these  efforts. 

He  has  also  recognized  that  a  major  component  of  revitalizing  the  economy  and 
reducing  the  deficit  must  be  the  enactment  of  comprehensive  health  care  reform. 
No  other  President  has  so  clearly  made  the  link  between  the  crisis  in  our  health 
care  system  and  our  national  economic  problems.  I  applaud  President  Clinton's  com- 
mitment to  health  care  reform,  and  I  look  forward  to  working  with  him  on  this 
issue. 

Let  me  turn  now  to  some  comments  and  concerns  that  I'd  like  to  express  on  a 
number  of  health  and  environment  programs. 

MEDICARE 

The  President's  proposals  include  a  series  of  Medicare  outlay  reductions  that 
would,  over  the  next  five  years,  reduce  expenditures  by  over  $53  billion.  The  magni- 
tude of  these  reductions,  if  accomplished  without  any  other  health  system  changes, 
could  significantly  increase  the  cost  of  services  in  the  private  sector.  It  is  my  firm 
belief  that  further  reductions  in  Medicare  outlays  should  be  pursued  in  the  context 
of  containing  health  costs  as  a  part  of  health  care  reform.  Savings  from  publicly 
financed  health  programs  should  be  used  to  support  universal  coverage  for  basic 
health  services. 

I  do  want  to  express  my  support  for  the  Administration's  decision  to  reject  any 
proposal  to  link  the  Medicare  Part  B  premium  to  income.  It  is  my  view  that  such  a 
policy  would  undermine  the  goal  of  universal,  voluntary  participation  in  Part  B.  It 
would  be  unwise  to  create  incentives  for  higher  income  beneficiaries  to  seek  cover- 
age for  Part  B  services  in  the  private  insurance  market.  Certainly,  one  of  the 
strengths  of  the  Medicare  program  has  been  the  broad  base  of  support  it  enjoys 
across  all  income  groups. 

I  would  also  like  to  acknowledge  my  support  for  exempting  primary  care  services 
from  across-the-board  cuts  in  physician  services.  As  we  move  to  restructure  our 
health  system  to  emphasize  primary  and  preventive  care,  we  must  continue  ade- 
quate support  for  the  delivery  of  these  services. 

At  this  point  I  have  not  had  an  opportunity  to  review  in  detail  all  the  Medicare 
proposals  included  in  the  President's  economic  message.  However,  I  do  think  we 
must  carefully  consider  the  magnitude  of  these  cuts,  and  the  impact  they  are  likely 
to  have  on  Medicare  beneficiaries'  access  to  care.  Prior  reductions  of  $44  billion  in 
Medicare  under  the  Omnibus  Budget  Reconciliation  Act  of  1990  are  still  being  im- 
plemented. While  there  is  no  evidence  of  widespread  limitations  on  patient  access  to 
doctors  and  hospitals,  I  think  we  must  proceed  cautiously.  It  would  certainly  be 
counterproductive  to  make  payment  cuts  that  undermine  those  institutions  and 
practitioners  that  many  beneficiaries  rely  upon. 

I  do  want  to  reiterate  how  critical  it  is  to  integrate  these  short-term  budget  pro- 
posals with  plans  for  comprehensive  health  reform.  While  I  would  expect  the  Medi- 
care program  to  continue  as  a  separate  program  for  the  elderly  and  disabled,  the 
interaction  between  Medicare  and  the  private  sector  requires  careful  coordination. 

MEDICAID 

In  the  Medicaid  program,  the  President  proposes  $8.7  billion  in  outlay  reductions 
over  the  next  5  years.  Again,  as  in  the  case  of  the  Medicare  savings,  I  believe  that 
whatever  responsible  savings  we  can  find  in  the  Medicaid  program  should  be  ap- 
plied to  the  financing  of  health  care  reform. 

Even  in  a  program  as  large  as  Medicaid — projected  to  cost  the  Federal  Govern- 
ment $92  billion  in  fiscal  year  1994— $8.7  billion  over  5  years  is  a  large  reduction.  I 
do  not  believe  that  we  can  achieve  that  level  of  savings  without  shifting  costs  to  the 
States,  reducing  reimbursement  to  providers,  or  terminating  coverage  for  benefici- 
aries. 

A  few  brief  comments  on  the  President's  proposed  changes.  The  President  pro- 
poses to  reduce  enhanced  matching  rates  for  certain  administrative  functions,  in- 
cluding inspections  of  nursing  homes,  the  operation  of  State  fraud  control  units,  and 
utilization  control  and  quality  assurance.  CBO  estimates  this  will  reduce  Federal 
Medicaid  outlays  by  $1.7  billion  over  the  next  five  years. 
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Your  Committee  has  rejected  this  proposal  three  times  in  the  past.  I  would  urge 
you  to  do  so  again.  It  will  not  "save"  money;  it  is  purely  a  shift  of  costs  to  the 
States.  More  importantly,  it  threatens  some  extremely  important  activities  at  the 
State  level.  For  example,  if  Federal  matching  funds  for  nursing  home  inspections 
are  reduced,  then  States  like  California — which  is  in  the  third  year  of  the  most 
severe  economic  downturn  since  the  1930's — will  not  make  up  the  shortfall  with 
their  own  funds.  Instead,  they  will  reduce  the  number  of  inspections,  leaving  resi- 
dents in  substandard  facilities  unprotected.  Similarly,  if  Federal  matching  funds  for 
fraud  control  units  are  reduced,  States  will  not  replace  the  lost  Federal  dollars.  This 
will  result  in  fewer  investigations,  fewer  prosecutions,  and  a  reduced  pressure  on 
fraudulent  and  abusive  providers. 

In  short,  these  matching  rate  reductions  send  the  wrong  message  and  should  be 
rejected. 

The  President  has  also  proposed  to  remove  the  prohibition  against  the  use  of  drug 
formularies  by  State  Medicaid  programs.  CBO  estimates  this  will  reduce  Federal 
outlays  by  $225  million  over  the  next  5  years. 

As  you  will  remember,  in  1990  you  instructed  my  Committee  to  legislate  changes 
in  Medicaid  that  would  achieve  $1.9  billion  in  savings  through  reforms  in  the  pur- 
chase of  prescription  drugs.  We  complied — after  a  memorably  contentious  debate  as 
to  how  to  make  these  changes.  What  emerged  in  the  1990  budget  reconciliation  bill 
was  an  agreement  between  the  Federal  Government  and  the  drug  industry:  we  will 
give  you  access  to  a  national  Medicaid  market  for  all  your  products,  and  you  will 
give  us  (and  the  States)  rebates  on  each  of  your  products.  Just  last  year,  we  ex- 
tended this  basic  agreement  to  the  Veterans  Administration,  the  Department  of  De- 
fense, and  Public  Health  Service-funded  clinics. 

The  President's  proposal  would,  in  effect,  reopen  this  agreement  by  allowing  each 
State  to  pick  and  choose  the  drugs  it  will  offer  under  its  Medicaid  program  through 
the  use  of  formularies.  This  potentially  eliminates  the  National  Medicaid  market 
and  may  destabilize  the  1990  agreement.  While  the  use  of  formularies  can  potential- 
ly generate  savings,  if  we  are  to  go  this  route  it  is  essential  that  we  prevent  States 
from  using  formularies  that  deny  beneficiaries  access  to  high-cost  but  medically  nec- 
essary drugs.  While  I  agree  that  Medicaid  is  still  paying  too  much  for  many  drugs,  I 
hope  that  your  Committee  and  the  Administration  consider  other  approaches  to  sav- 
ings in  this  area. 

Earlier  this  week  the  Washington  Post  described  how  the  State  of  New  Hamp- 
shire and  the  Bush  Administration  had  negotiated  a  series  of  deals  under  which  the 
State  collected  over  $400  million  in  extra  Federal  matching  funds  during  1991  and 
1992.  According  to  the  Post,  State  officials  said  that  only  a  small  amount  of  the 
windfall  went  to  expanding  services  for  low-income  families,  disabled,  and  elderly 
beneficiaries;  instead,  the  funds  were  used  to  balance  the  State's  budget  without  any 
State  tax  increases.  Evidently,  this  is  what  the  Bush  Administration  thought  of  as 
"flexibility." 

Let  me  be  very  clear  on  this.  First,  if  what  the  Post  reports  is  accurate,  it  repre- 
sents a  completely  unacceptable  use  of  Federal  Medicaid  dollars.  I  am  confident  that 
the  Clinton  Administration  will  not  tolerate  the  use  of  Federal  Medicaid  dollars  to 
fund  State  judicial  systems,  highway  programs,  or  anything  other  than  the  provi- 
sion of  covered  health  and  long-term  care  services  to  eligible  beneficiaries. 

FDA 

The  budget  also  includes  more  than  $1.0  billion  in  user  fees  over  four  years  to  be 
paid  by  drug  and  medical  device  companies  that  receive  safety  and  efficacy  certifica- 
tions from  the  Food  and  Drug  Administration.  I  would  like  to  make  two  points  with 
respect  to  these  fees. 

First,  I  assume  that  these  fees  are  above  and  beyond  the  drug  user  fees  that  were 
enacted  last  Congress  as  part  of  the  Prescription  Drug  User  Fee  Act  of  1992  (P.L. 
102-571).  That  law  will  raise  approximately  $325  million  in  user  fees  to  be  paid  by 
drug  companies.  Those  fees  will  be  dedicated  to  increasing  resources  for  the  drug 
approval  process  and  to  significantly  speeding  up  the  approval  of  drugs  designed  to 
treat  serious  and  life-threatening  diseases  such  as  cancer  and  AIDS.  The  Food  and 
Drug  Administration  has  projected  that  within  five  years,  as  a  result  of  the  Act,  it 
will  be  able  to  reach  decisions  on  approving  these  drugs  in  six  months — one-half 
that  time  required  in  recent  years.  It  is  critical  to  the  public  health  that  the  approv- 
al of  important  drugs  not  be  delayed  because  of  inadequate  resources  at  the  agency. 
Full  implementation  of  the  Prescription  Drug  User  Fee  Act  of  1992  is  the  best 
means  of  promoting  that  important  goal. 
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Second,  in  the  past,  many  of  us  have  strongly  opposed  proposals  to  charge  user 
fees  to  regulated  industries.  Last  year,  John  Dingell  and  I  worked  with  the  Adminis- 
tration, the  drug  industry,  the  Ways  and  Means  and  Appropriations  Committees, 
and  the  relevant  committees  in  the  Senate  to  craft  a  user  fee  bill  that  is  dedicated 
to  improving  the  functioning  of  the  regulatory  process,  not  reducing  the  deficit.  This 
was  a  carefully  crafted  compromise  that  could  be  used  to  improve  other  programs  at 
the  FDA,  and  could  be  used  as  a  model  for  other  agencies.  The  drug  industry  was 
wary  of  entering  into  negotiations  to  establish  a  workable  user  fee  program,  and 
many  members  were  extremely  reluctant  to  support  the  bill,  because  they  feared 
that  the  user  fees  would  ultimately  go  towards  deficit  reduction  rather  than  the 
promised  improvements  at  FDA. 

If,  only  a  few  months  after  negotiating  this  package  supported  by  all  parties,  we 
use  the  concept  of  user  fees  for  deficit  reduction,  I  fear  we  will  have  closed  the  door 
to  future  cooperation  on  the  applying  user  fees  to  improve  the  functioning  of  Feder- 
al agencies.  Therefore,  I  urge  the  Committee  to  delete  from  the  budget  any  user  fees 
that  are  inconsistent  with  the  Prescription  Drug  User  Fee  Act. 

ENVIRONMENT 

I  am  very  pleased  to  see  that  the  Clinton  Administration  has  proposed  substantial 
new  Federal  funding  to  support  the  efforts  of  states  and  localities  to  meet  the  con- 
tamination standards  of  the  Safe  Drinking  Water  Act.  Such  funding  is  desperately 
needed  to  help  water  suppliers  provide  safe  water  as  the  Act  requires.  I  also  com- 
mend the  Clinton  Administration  for  selecting  a  revenue-producing  mechanism,  the 
energy  tax,  that  will  serve  to  promote  energy  conservation  and  reduce  pollution. 

I  am  concerned,  however,  that  some  components  of  the  Administration's  economic 
stimulus  proposal  could  unintentionally  increase  public  and  worker  exposure  to 
lead.  Within  the  last  year,  the  National  Institute  for  Occupational  Safety  and 
Health  (NIOSH)  and  several  states  issued  "hazard  alerts"  reporting  extensive  lead 
poisoning  during  construction  projects  such  as  bridge  renovation.  Increasing  Federal 
investment  in  these  projects  in  the  stimulus  package  could  increase  worker  lead  poi- 
soning and  public  exposure  unless  proper  precautions  are  adopted.  Congress  enacted 
such  precautionary  measures  last  year  in  the  Lead-Based  Paint  Hazard  Reduction 
Act  (Title  X  of  P.L.  102-550).  The  Committee  recommends  that  these  measures  be 
implemented  and  funded  as  part  of  any  effort  to  stimulate  infrastructure  renova- 
tion. 

AIDS 

Turning  to  AIDS  issues,  while  the  indications  are  that  the  budget  will  include  ad- 
ditions in  Ryan  White  funding,  as  well  as  incremental  increases  in  research  and 
prevention  funds,  the  epidemic  is  building  up  such  speed  that  more  funding  will  be 
needed  sooner.  Postponing  these  expenditures  will  only  compound  the  problems, 
leading  to  more  illness  and  more  ultimate  costs. 

TUBERCULOSIS 

Although  the  President's  budget  does  not  address  public  health  programs  in  great 
detail,  I  would  like  to  state  for  the  record  that  I  believe  that  we  need  to  make  an 
immediate  investment  in  tuberculosis  research,  prevention,  and  control.  Any  short- 
changing of  these  activities  at  this  point  would  certainly  result  in  very  serious  prob- 
lems in  the  future. 

We  have  the  opportunity  to  keep  a  major  outbreak  from  turning  into  a  major  epi- 
demic, and  the  Centers  for  Disease  Control  has  laid  out  a  Multi-Drug  Resistant 
(MDR)  TB  control  plan  with  first  year  costs  of  $525  million.  While  this  is  a  major 
investment,  it  is  certainty  cheaper  than  the  spread  of  MDR  TB  hospitalizations  and 
deaths  that  will  otherwise  result. 

I  know  we  face  a  difficult  task  of  reconciling  these  important  needs  with  the  obvi- 
ous budget  constraints,  but  I  look  forward  to  working  with  the  Committee  and  the 
President  to  do  all  we  can  to  ensure  the  health  of  the  American  people. 

Chairman  Sabo.  Thank  you  very  much.  Let  me  ask  just  one  ques- 
tion. 

There  was  a  news  story  over  the  weekend  indicating — I  guess  it 
was  New  Hampshire 

Mr.  Waxman.  Yes. 
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Chairman  Sabo.  [continuing]  using  medicaid  funds  and — basical- 
ly, to  run  general  government.  Was  that  an  accurate  story?  With 
all  apologies  to  any  reporters  that  are  here,  I  am  a  skeptic  over 
what  I  read  at  times,  but  I  am  curious  about  the  accuracy. 

Mr.  Waxman.  I  don't  know  how  accurate  the  story  is,  but  I  find 
it  outrageous  that  that  story  may,  in  fact,  be  accurate.  We  had 
asked  the  Bush  administration  what  the  particulars  were  for  vari- 
ous States  as  they  were  crafting  legislation  to  deal  with  the  ques- 
tion of  provider  taxes  and  voluntary  contributions,  and  they 
wouldn't  tell  us  all  that  they  were  doing. 

Evidently,  in  drafting  the  legislation,  Senator  Rudman  was  cred- 
ited in  the  Washington  Post  news  report  as  having  written  in  a 
little  loophole  for  New  Hampshire.  If  that  took  place,  we  have  to 
eliminate  that  loophole. 

I  think  it  is  an  outrage.  It  is  certainly  an  outrage  when  people 
talk  about  wanting  to  reduce  the  deficit  yet  act  as  public  represent- 
atives to  create  loopholes  to  use  funds  I  think  illegitimately  and,  in 
this  case,  politically.  I  said  in  my  statement  this  is  evidently  what 
the  Bush  administration  thought  of  when  they  talked  about  "flexi- 
bility." What  they  were  doing  was  being  flexible  enough  to  take 
care  of  their  political  friends  with  taxpayers'  funds  that  should  be 
used  only  for  health  care  for  the  very  poor  and  not  for  these  other 
purposes. 

So  I  will  be  talking  to  the  Clinton  Administration  to  make  sure 
that  we  do  not  allow  this  to  happen  in  the  future.  I  don't  know  if 
legislation  will  be  necessary.  It  may  well  be  through  the  regula- 
tions that  they  adopt  the  administration  can  stop  any  of  these 
kinds  of  things  from  happening  in  the  future. 

Chairman  Sabo.  We  are  running  a  little  bit  behind  schedule,  so 
if  there  is  no  problem,  we  will  just  move  on.  Thank  you,  Henry. 

My  colleague  from  Minnesota,  Mr.  Penny. 

Mr.  Synar.  Mr.  Chairman,  before  Tim  comes  up,  can  I  ask  unan- 
imous consent  to  enter  this  into  the  record? 

Mr.  Penny.  Could  I  ask  unanimous  consent  that  he  be  allowed  to 
go  first? 

Mr.  Synar.  That  is  all  right,  Tim. 

Chairman  Sabo.  The  distinguished  gentleman  from  Oklahoma. 

STATEMENT  OF  HON.  MIKE  SYNAR,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  OKLAHOMA 

Mr.  Synar.  Mr.  Stenholm,  Mr.  Miller,  Mr.  Glickman  and  I  pre- 
sented to  the  President,  based  upon  his  calling  for  specific  savings 
and  revenues,  approximately  $42.9  billion  worth  of  additional  cuts 
that  could  be  achieved  in  the  next  5  years.  Four  of  us  don't  neces- 
sarily agree  about  each  and  every  one  of  them,  but,  in  meeting  that 
challenge,  I  think  it  shows  that  there  are  opportunities  for  the 
House  to  do  it,  and  I  commit  it  to  your  consideration. 

Thank  you. 

Chairman  Sabo.  Thank  you  for  the  very  excellent  and  concise 
testimony. 

Mr.  Smith  of  Michigan.  Does  that  mean  you  are  not  going  to 
read  what  he  is  putting  in? 
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Chairman  Sabo.  No.  We  will  read  it.  We  don't  have  to  hear  it  to 
read  it,  though. 
[The  prepared  statement  of  Hon.  Mike  Synar  follows:] 

Prepared  Statement  of  Hon.  Mike  Synar,  a  Representative  in  Congress  from 

the  State  of  Oklahoma 

Mr.  Chairman,  thank  you  for  the  opportunity  to  be  here  today  to  address  alterna- 
tives and  priorities  which  the  Budget  Committee  should  consider  as  it  begins  its 
work  on  its  budget  plan  for  fiscal  year  1994. 

It  is  old  news,  Mr.  Chairman,  that  we  are  living  in  the  midst  of  a  Federal  deficit 
crisis.  Indeed,  we  have  reached  a  time  for  hard  choices.  In  short,  we  no  longer  have 
the  "luxury"  of  tolerating  wasteful  practices  or  longstanding  management  deficien- 
cies in  the  Federal  Government.  To  his  considerable  credit,  President  Clinton  has 
proposed  to  cutting  the  deficit  and  reducing  spending  by  eliminating  programs  that 
do  not  work  or  are  no  longer  needed,  eliminating  unfair  or  unnecessary  subsidies, 
reforming  programs  for  better  management  of  taxpayers'  dollars,  controlling  health 
care  costs  without  harming  beneficiaries,  and  making  substantial  overall  reductions 
in  agency  expenses  and  reducing  the  size  of  the  Federal  bureaucracy. 

And  on  Wednesday  of  this  week,  the  President  appointed  Vice  President  Al  Gore 
to  direct  a  Task  Force  that  will  perform  management  review  of  the  Federal  Govern- 
ment and  attack  duplication  and  inefficiency  of  Federal  departments  and  agencies 
and  recommend  appropriate  reorganization  and  streamlining 

It  is  no  longer  enough  for  Congress  to  simply  debate  whether  waste,  fraud  and 
abuse  exists,  whether  revenues  are  being  lost  or  whether  longstanding  financial 
management  problems  have  been  corrected.  It  is  time  for  Congress  to  assert  itself 
and  begin  to  reduce  and  eliminate  unwarranted  spending,  waste,  and  abuse  as  the 
means  of  reducing  the  Federal  deficit.  It  is  time  Congress  demanded  greater  ac- 
countability from  the  Executive  Branch  and  itself. 

During  the  meeting  of  the  House  Democratic  Whip  Organization  on  February  4, 
1993,  President  Clinton  challenged  Members  to  come  up  with  specific  savings  and 
revenues  for  his  budget  package.  The  next  day,  I  joined  with  Representatives  George 
Miller,  Dan  Glickman  and  Charlie  Stenholm  in  presenting  a  set  of  options  for  defi- 
cit reduction.  While  each  of  us  did  not  necessarily  endorse  each  of  these  options,  we 
believed — and  I  continue  to  believe — that  each  proposal  warrants  strong  consider- 
ation in  any  comprehensive  budget  and  reconciliation  package. 

Some  of  these  savings  are  administrative  and  management  improvements,  others 
require  legislation.  I  cannot  document  the  exact  cost  savings  for  each  option  and 
others  are  only  estimates.  However,  the  precise  level  of  savings  should  be  easily  de- 
veloped by  your  staff,  the  Congressional  Budget  Office  or  the  Office  of  Management 
and  Budget. 

Finally  Mr.  Chairman,  although  some  of  the  savings  are  "small"  by  Washington 
standards,  it  is  important  to  remember  that  according  to  the  Congressional  Re- 
search Service,  the  average  taxpayer  pays  less  than  $500,000  in  taxes  throughout  his 
or  her  entire  lifetime.  So,  a  savings  of  a  few  million  dollars  a  year,  every  year,  is 
hardly  insignificant  by  taxpayer  standards. 

Here  is  a  list  of  specific  options: 

1.  Impose  a  20  percent  cap  on  indirect/overhead  expenses  for  Federal  grants  and 
prohibit  certain  dues,  meals,  trips  and  gifts. 

Federal  agencies  provide  tens  of  thousands  of  grants  to  academic  and  other  re- 
searchers. Universities  typically  require  academicians  to  add  so-called  "indirect 
costs"  to  the  grant,  increasing  the  size  of  the  grant  request  to  Federal  agencies  by 
100  percent  and  more  in  some  cases.  These  costs  are  attributed  to  everything  from 
secretarial  time  spent  preparing  grants  to  a  portion  of  library  expenses  attributable 
to  use  by  researchers.  By  contrast,  foundations  and  other  non-public  funding  sources 
rarely — if  ever — pay  more  than  20  percent  for  indirect  costs.  Congressional  investi- 
gators have  also  found  substantial  excesses  in  claims  made  for  indirect  costs,  the 
most  notable  being  the  Stanford  University  case,  which  led  many  universities  to 
revise  claims  (but  did  not  impose  any  limitation  on  indirect  costs  as  a  percentage  of 
the  overall  grant).  Estimated  Savings:  $ 

2.  Mandate  a  biennial  review  and  recomputation  of  Federal  fees  and  rents  and  re- 
quire payment  for  provisions  of  normal  services  by  government  agencies  and  of- 
fices. 

Congressmen  Leon  Panetta  and  George  Miller  initiated  a  General  Accounting 
Office  (GAO)  review  of  the  appropriateness  of  fees  charged  by  the  United  Sates  for 
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those  using  the  services  of  Federal  agencies.  The  Departments  of  Commerce  and  the 
Interior  served  as  the  models  for  the  review.  GAO  found  that  many  fees  and  other 
costs  have  not  been  revised  in  years,  often  decades,  and  no  longer  represent  fair 
market  value  for  the  service  provided.  In  many  cases,  departments  and  agencies  are 
incapable  of  even  delineating  whether  a  fee  is  charged.  There  is  no  systematic  proc- 
ess to  assure  periodic  revision  of  fees  to  account  for  changing  costs,  and  many  de- 
partments lack  even  a  centralized  system  for  reviewing  and  accounting  for  fees.  By 
way  of  a  minor  example,  the  Bureau  of  Land  Management  lost  $26  million  over  a  5 
year  period  by  ignoring  a  statutory  requirement  to  charge  a  user  fee  for  processing 
applications  for  geophysical  exploration  on  public  lands  or  to  charge  fair  market 
value  for  the  use  of  lands  for  this  exploration.  Estimated  Savings:  $ — 

3.  Require  repayment  of  interest-free  component  for  municipal  and  industrial 
water  on  timely  basis,  and  increase  interest  rates  to  private  sector  equivalency. 

Water  districts  that  benefit  from  a  federally  constructed  water  storage  and  deliv- 
ery system  often  have  two  repayment  obligations:  one  that  is  charged  interest  and 
one  that  is  interest-free.  The  Department  of  the  Interior's  Inspector  General  has 
found  that  districts  generally  pay  the  interest-bearing  debt  first,  deferring  the  inter- 
est-free debt  because  they  accrue  no  additional  penalty  for  the  delay.  In  addition, 
the  interest  rate  charged  for  repayment  should  be  revised,  as  it  was  erroneously  at 
3.5  percent  instead  of  5.116  percent,  according  to  the  Inspector  General.  This  change 
alone  would  add  more  than  $400  million  to  long-tern  repayments  by  a  single  Califor- 
nia water  district.  Many  other  districts  may  enjoy  a  similar  savings,  at  taxpayers' 
expense,  because  of  the  decision  by  an  Interior  Department  Assistant  Secretary  to 
establish  a  lower  interest  for  repayments.  Estimated  Savings:  $2.1+  billion. 

4.  Charge  a  market  value  for  grazing  fees. 

Grazing  permits  on  western  Federal  lands  are  as  little  as  one-fifth  of  those 
charged  on  private  and  state  lands.  Only  a  very  small  number  of  ranchers  benefit 
from  this  subsidy  and  many  of  those  permitees  are  large  corporations.  The  fees  not 
only  fail  to  even  recover  the  costs  of  the  grazing  program  but  also  have  grievous 
environmental  impacts  because  of  overgrazing  and  destruction  of  riparian  areas. 
Many  large  holders  of  Federal  grazing  rights  sublease  their  rights  for  fees  much 
higher  than  the  Federal  grazing  fee  and  pocket  the  difference.  The  House  has  voted 
four  times  to  increase  grazing  fees.  Estimated  5  Year  Savings:  $975  million. 

5.  Eliminate  third  tier  of  management  at  the  Bureau  of  Land  Management. 

Recently  the  Department  of  the  Interior's  Inspector  General  reported  serious  over 
bureaucratization  at  the  Bureau  of  Land  Management  that  resulted  in  excessive 
managerial  costs,  duplicative  program  oversight  functions  and  inappropriate  admin- 
istrative support  costs  that  adversely  impacted  the  Bureau's  ability  to  perform  its 
statutory  mission.  For  example,  several  tiny  western  towns  have  two  BLM  offices 
(one  for  district  managers  and  one  for  resource  areas  managers)  at  different  ad- 
dresses managing  the  same  programs.  Estimated  5  Year  Savings:  $250  million. 

6.  Consolidate  mapping  responsibilities  in  U.S.  Geological  Survey  (USGS). 

Testimony  of  the  Department  of  the  Interior's  Inspector  General  reported  duplica- 
tion in  the  agency's  mapping  function.  Relying  on  a  single  mapping  agency — the 
world-renowned  USGS — could  eliminate  duplication  of  personnel  and  expensive  ma- 
terials. Estimated  Savings:  $70  million. 

7.  Eliminate  unjustified  expenditures  for  nuclear  energy  research  and  develop- 
ment. 

For  over  30  years  the  commercial  nuclear  power  industry  has  enjoyed  large  Fed- 
eral subsidies,  which  are  no  longer  justified.  Government  subsidies  for  certification 
and  standardization  of  advanced  reactor  designs,  and  for  demonstrations  of  the 
Early  Site  Permit  process  and  nuclear  license  renewal  process,  could  be  largely 
eliminated,  allowing  private  industry  to  pursue  these  technologies  based  on  market 
considerations,  rather  than  Federal  subsidies.  Estimated  5  Year  Savings:  $600  mil- 
lion. 

8.  Convert  student  loan  guarantees  to  a  direct  loan  program  and  recover  the  pro- 
ceeds through  the  Internal  Revenue  Service. 

The  Bradley-Miller  initiative,  which  was  not  included  in  the  1992  post-secondary 
education  law,  would  have  converted  the  current  guaranteed  loan  program  to  a 
direct  loan  program  and  expanded  eligibility.  Regardless  of  how  eligibility  or 
amounts  loaned,  elimination  of  the  "middle  man"  saves  the  taxpayers  substantial 
sums  of  money.  In  addition,  the  Internal  Revenue  Service  should  be  utilized  for  se- 
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curing  the  repayment  of  loans,  improving  accountability,  tracking  loan  recipients 
and  reducing  defaults.  Estimated  5  Year  Savings:  $1.5  billion. 

9.  Impose  minimum  royalties  and  reasonable  patent  fees  on  hardrock  mining  pro- 
duction on  public  lands. 

Unlike  current  users  of  public  water,  oil,  gas  and  other  resources,  those  who 
patent  claims  of  hardrock  minerals  on  public  lands  pay  no  royalties  and  only  mini- 
mal fees.  The  source  of  this  disparity  is  the  1872  Mining  Law  which  has  never  been 
significantly  amended.  This  policy  of  "free  use"  is  clearly  outdated  and  has  outlived 
its  purpose  of  encouraging  settlement  of  the  Western  states.  Over  3.2  million  acres 
of  public  land  have  been  patented  by  private  companies  under  this  law.  Each  year 
about  $4  billion  worth  of  hard  rock  minerals  are  taken  from  the  public  lands  and 
not  one  cent  of  royalties  are  paid  to  the  taxpayers  for  the  gold,  silver,  uranium, 
copper,  lead,  cobalt,  platinum,  and  palladium  removed  from  Federal  lands.  A  miner 
can  also  receive  a  land  "patent"  to  gain  ownership  of  the  land  for  only  $2.50  to  $5.00 
an  acre.  According  to  the  GAO,  $65  billion  in  recoverable  resources  remain  on 
public  lands  awaiting  development  and  if  the  law  is  not  changed  the  taxpayers  will 
receive  virtually  nothing  in  return.  Estimated  5  Year  Savings:  $500  million  (at  8 
percent  royalty). 

10.  Mandate  better  collections  of  oil  and  gas  and  other  royalties. 

A  1992  report  of  the  House  Committee  on  Interior  and  Insular  Affairs  (now  Natu- 
ral Resources)  documented  continuing  mismanagement  of  Federal  royalty  manage- 
ment programs  and  substantial  undercollection  of  royalties.  These  findings  parallel 
many  of  the  Linowes  Commission  in  the  early  1980's,  which  resulted  in  creation  of 
the  Minerals  Management  Service,  whose  operations  and  misadventures  have  been 
a  constant  source  of  news  reports  on  waste,  fraud  and  abuse.  Estimated  5  Year  Sav- 
ings: $5  billion. 

11.  Aggressively  implement  Bureau  of  Land  Management's  drainage  program. 

The  Bureau  of  Land  Management  (BLM)  has  failed  to  aggressively  implement  its 
oil  and  gas  drainage  program.  Federal  and  Indian  lessees  are  supposed  to  protect 
their  leased  lands  from  loss  of  royalty  revenues  because  oil  and  gas  is  being 
"drained"  off  the  lands.  However,  BLM's  lax  inspection  and  enforcement  practices 
provide  little  assurance  of  protection  against  drainage.  There  is  currently  a  backlog 
of  25,000  cases.  The  potential  loss  of  royalties  ranges  from  $18  to  $59  million  annu- 
ally. Estimated  5  Year  Savings:  $74  million  to  $236  million. 

12.  Recover  costs  for  processing  permits  for  exploration  on  BLM  lands. 

BLM  does  not  recover  costs  for  geophysical  exploration  on  public  lands,  even 
though  this  is  required  by  law.  Estimated  Savings:  $5  million  annually. 

13.  Phase  out/end  below  cost  timber  sales. 

An  estimated  50  percent  of  Federal  timber — or  timber  on  seven  out  of  nine  na- 
tional forests — is  sold  at  prices  lower  than  what  it  costs  the  government  to  conduct 
the  sale  and  to  build  the  roads  to  provide  access  to  the  timber.  Losses  from  sales 
over  the  last  14  years  are  estimated  to  be  $7  billion.  Estimated  5  Year  Savings:  $760 
million. 

14.  Reduce  appropriations  for  and  administratively  (or  legislatively)  cancel  two 
long-term  timber  contracts  on  the  Tongass  National  Forest  (Alaska). 

The  Tongass  contracts,  signed  in  the  1950's,  provide  timber  at  prices  vastly  below 
fair  market  value  to  two  pulp  mills,  one  of  which  is  owned  by  a  consortium  of  Japa- 
nese corporations.  This  year  Tongass  timber  selling  for  only  65  cents  per  thousand 
board  feet  under  these  one-sided  agreements  even  though  it  costs  the  government  at 
least  $120  per  thousand  board  feet  to  prepare  and  offer  that  timber  for  sale.  Esti- 
mated Savings:  $30  million  annually  until  the  year  2011. 

15.  Cancel  Voice  of  America  Transmission  Tower  in  Israel. 

The  radio  tower  initially  planned  has  been  long-delayed  and  currently  is  unneed- 
ed  given  our  access  to  Eastern  Europe  and  other  sites  through  alternative,  cheaper 
means.  The  tower  has  been  the  subject  of  intensive  protest  and  litigation  within 
Israel  because  of  allegations  of  substantial  environmental  impacts,  particularly  on 
bird  migration.  Estimated  Saving:  $250  million. 

16.  Modify  National  Park  concessions  contracts. 

The  Department  of  Interior  Investigator  General  has  severely  criticized  conces- 
sions contracts  for  including  "unreasonably  low  franchise  fees."  The  Inspector  Gen- 
eral estimated  Federal  revenues  losses  of  $83  million  in  the  1984-1988  period  alone, 
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and  estimated  the  1993  figure  will  be  nearly  $24  million.  Other  estimates  of  Federal 
revenue  losses  due  to  below-market  rents  range  up  to  $150  million  annually.  Lower 
fees  have  been  justified  in  the  past  by  the  concessionaires'  promise  of  undertaking 
capital  improvements,  but  these  have  generally  not  occurred.  Estimated  savings:  up 
to  $150  million  annually. 

17.  Create  a  Commission  to  examine  the  structures,  programs  and  functions  of  all 
Federal  agencies  and  departments,  and  to  recommend  specific  measures  to  elimi- 
nate unnecessary  or  duplicative  management  and  overhead,  abolish  outdated 
boards  and  commissions,  and  integrate  operations  of  various  agencies  and  depart- 
ments. 

As  just  one  example  of  such  redundancies,  the  Democratic  Caucus  Task  Force  on 
Government  Waste  pointed  out  that  three  different  Federal  agencies  have  responsi- 
bility for  catfish  research.  The  Task  Force  report  provides  illustrative  ways  to 
streamline  government,  an  initiative  that  should  be  adopted  by  the  Administration 
both  to  reduce  operational  costs  of  government,  and  to  illustrate  that  government 
has  not  been  run  like  a  business  over  the  past  dozen  years.  Estimated  Long-Term 
Savings:  $3  billion  to  $5  billion  annually.  [This  has  been  done  with  the  President's 
direction  to  Vice  President  Gore  noted  above.] 

18.  Require  repayment  of  Federal  Power  Marketing  Administration  debt  to  cover 
the  government's  true  cost  of  providing  power. 

Federal  taxpayers  subsidize  the  electricity  rates  charged  by  the  Federal  Power 
Marketing  Administrations  (Bonneville  Power  Administration,  Western  Area  Power 
Administration,  Southeastern  Power  Administration,  Alaska  Power  Administration 
and  Southwestern  Power).  This  subsidy  can  be  either  reduced  or  eliminated  through 
requiring  a  fixed  repayment  schedule  and  utilizing  interest  rates  that  reflect  the 
actual  Federal  costs  of  borrowing.  Although  this  reform  would  significantly  increase 
the  cost  of  federally  subsidized  electricity,  this  power  would  still  be  one  of  the  least 
expensive  power  sources  available  in  the  entire  nation.  Estimated  5- Year  Savings: 
$l-$2  billion. 

19.  Eliminate  or  restrict  the  use  of  subsidized  Federal  irrigation  water  to  produce 
certain  crops. 

Irrigation  water  made  available  from  Federal  Bureau  of  Reclamation  projects  in 
the  17  Western  States  is  used  for  the  production  of  crops  considered  "surplus,"  by 
USDA,  on  40  percent  of  federally-irrigated  cropland.  This  creates  a  "double  subsi- 
dy," with  federally-subsidized  water  supplied  by  one  agency  being  used  to  grow 
crops  which  have  officially  been  declared  to  be  in  surplus  by  another  agency.  Finan- 
cial support  is  provided  by  the  USDA  for  not  growing  these  crops.  The  annual 
"double  subsidy"  has  been  estimated  by  Bureau  of  Reclamation  economists  at  be- 
tween $203  million  and  $830  million.  This  reform  has  passed  the  House  of  Repre- 
sentatives on  several  occasions.  Estimated  savings:  $203-$850  million  annually. 

20.  Maximize  National  Park-National  Forest  Collection  Fees. 

The  Department  of  the  Interior's  Inspector  General  reports  that  the  Park  Service 
has  neither  initiated  entrance  fee  programs  at  all  national  parks  authorized  to  col- 
lect entrance  fees  nor  maximized  its  fee  collection  program  at  parks  presently 
charging  such  fees.  Inadequate  staff  resources  frequently  result  in  unattended  fee 
booths,  or  park  concessioner  employees  being  paid  to  collect  fees.  If  the  Park  Service 
were  to  be  more  aggressive  in  collecting,  recreation  and  entrance  fees,  an  estimated 
$117  million  could  have  been  collected  in  1991.  If  legislative  and  other  restrictions 
were  removed  from  parks  presently  prevented  from  collecting  fees,  an  additional 
$151  million  would  have  been  recovered.  In  addition,  the  Forest  Service  could 
charge  nominal  fees  for  a  diverse  number  of  recreational  activities  (fishing,  camp- 
ing, entrance)  as  many  states  now  do.  The  potential  for  revenues  from  such  a  source 
is  significant.  Estimated  Additional  Revenue:  $300  million  +  annually. 

21.  Tighten  criteria  for  Federal  land  exchanges. 

The  Department  of  the  Interior  often  enters  into  land  exchanges  with  private 
landholders  for  the  purpose  of  acquiring  highly  desirable  lands  for  a  variety  of  pur- 
poses (park  expansion,  environmental  protection,  consolidation  of  holdings,  etc.) 
Various  investigations  have  demonstrated  a  gross  lack  of  standardization  in  the 
valuation  of  lands  offered  for  exchange,  and  frequent  manipulation  of  valuation 
(particularly  in  Alaska)  that  benefits  private  owners  at  public  expense.  A  standard 
mechanism  must  be  developed  to  guide  future  exchanges  and  prevent  the  kinds  of 
abuses  that  have  costs  taxpayers  hundreds  of  millions  of  dollars,  and  resulted  in  the 
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Federal  Government  acquiring  ownership  of  marginally  valuable  or  unusable  lands. 
Estimated  5  Year  Savings:  $2.5  billion. 

22.  Reduce  the  number  of  Federal  aircraft  and  tighten  usage  of  remaining  planes. 

The  number  of  government  owned  or  leased  planes  in  the  Executive  Branch  dou- 
bled to  almost  1,400  in  the  1980's.  This  fleet  costs  taxpayers  about  $750  million  per 
year  to  operate  and  maintain.  Civilian  agencies  also  lease  or  charter  about  5,000 
more  aircraft  at  an  additional  cost  of  at  least  $100  million  annually.  GAO  has  pub- 
lished a  series  of  highly  critical  reports  on  aircraft  purchase  and  use,  and  agency 
Inspector  Generals  have  cited  similar  abuses  including  unnecessary  travel,  unjusti- 
fied purchase  or  lease,  inappropriate  cost  comparisons  and  lax  oversight.  The  Ad- 
ministration could  eliminate  50  percent  of  the  planes  in  the  government's  fleet  of 
agency/department  non-military  planes,  require  strict  justification  for  remaining 
planes,  impose  greater  OMB/GSA  central  management  and  control  of  planes,  and 
tighten  control  over  their  use,  encouraging  use  of  commercial  air  travel.  Estimated 
5  year  Savings:  $1  billion  to  $1.5  billion. 

23.  Tighten  controls  on  year  end  spending  by  all  departments  and  agencies. 

Operating  under  a  "use  it  or  lose  it"  mentality,  agencies  and  departments  typical- 
ly spend  more  in  the  last  quarter  of  each  fiscal  year  than  the  average  for  the  first 
three  quarters.  Abuses  are  well-known  and  documented.  The  House  Democratic 
Task  Force  on  Government  Waste,  which  reviewed  this  issue  in  its  June  1992 
report,  revealed  that  "by  some  estimates  agencies  spend  48  percent  more  in  the 
final  month  of  the  fiscal  year  than  was  spent  on  average  in  the  previous  11 
months."  Estimated  5  year  Savings:  $500  million. 

24.  Require  all  Federal  departments  and  agencies  to  use  lower  class  (i.e.  3rd,  4th 
class  versus  1st  class)  and/or  other  non-priority  mail  whenever  possible,  and  to 
initiate  other  actions  to  reduce  Federal  mail  and  delivery  costs. 

The  government  spends  conservatively  $1.5  billion  each  year  on  mail  and  over- 
night and  other  special  delivery  costs.  OMB  recently  directed  agencies  and  depart- 
ments to  switch  from  priority  to  commercial  mail  to  ensure  improved  accountability 
over  agency  mailings  and  to  increase  use  of  certain  postal  service  discount  pro- 
grams. Additional  initiatives  could  save  substantial  amounts.  For  example,  the 
Postal  Service  estimates  that  agencies  spend  $400  million  per  year  on  overnight 
service.  Much  of  this  is  unnecessary.  Switching  to  2  day  service  would  cut  the  cost 
in  half.  Estimated  5  year  Savings:  $.6-$1.0  billion. 

25.  Improve  Department  of  Defense  (DOD)  inventory  control  and  reduce  new  pur- 
chases of  materials  already  in  surplus  stock. 

For  over  20  years,  GAO,  defense  auditing  agencies  and  congressional  committees 
have  highlighted  continuing  problems  concerning  DOD's  purchase  of  billions  of  dol- 
lars in  goods  when  those  same  materials  are  already  in  surplus.  According  to  the 
House  Armed  Services  Committee,  DOD  recently  reported  it  had  about  $2  billion  in 
unneeded  inventory  and  another  $9  billion  in  excess  inventory.  GAO  recently  calcu- 
lated DOD's  excess  inventory  at  more  than  $34  billion!  GAO  also  recently  found 
that  DOD  routinely  purchases  10  percent  more  than  it  needs  for  its  inventory.  Esti- 
mated 5  year  Savings:  $12.5-$20  billion.1 

26.  Phase  out  Dependent  Care  Tax  Credit  for  wealthiest  families. 

The  House  approved,  as  part  of  the  1990  child  care  bill,  a  phase  out  of  the  De- 
pendent Care  Tax  Credit  (DCTC)  for  families  earning  in  excess  of  $70,000  in  adjust- 
ed gross  income  (AGI).  The  credit  would  have  been  eliminated  for  families  with 
greater  than  $90,000  AGI.  This  change  would  concentrate  child  care  benefits  on 
lower  and  middle  income  working  families.  Only  about  15  percent  of  eligible  fami- 
lies would  be  affected  by  the  phase  out,  and  most  would  continue  to  receive  some  of 
the  credit.  Estimated  5  year  Savings:  $1  billion. 

Simply  stated,  Mr.  Chairman,  it  is  time  to  start  running  the  Federal  Government 
under  sound  business  practices.  I  think  some  of  our  ideas  will  help  to  do  that.  Hope- 
fully, today's  hearing  should  help  lead  the  way.  Thank  you  for  allowing  me  to  join 
you. 


1  Procurement  and  contracting  reforms  for  all  departments  and  agencies  could  substantially 
reduce  savings  further  prohibiting  payment  for  "employee  morale";  revising  Federal  contractor 
indemnification  policies,  tightening  restrictions  on  sole  source  contracting;  improving  compli- 
ance with  the  Brooks  Automatic  Data  Processing  Acquisition  Act;  and  requiring  that  contractor 
award  fees  are  paid  only  upon  satisfactory  performance  throughout  the  entire  period  of  the  con- 
tract. 
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Chairman  Sabo.  Mr.  Penny. 

STATEMENT  OF  HON.  TIMOTHY  J.  PENNY,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  MINNESOTA 

Mr.  Penny.  Mr.  Chairman,  Mr.  Synar  is  clearly  following  your 
example,  and,  while  I  have  a  little  more  to  say,  I  will  try  to  keep  it 
brief  as  well,  in  deference  to  others  who  are  to  appear  here  this 
morning. 

I  want  to  start  by  stipulating  that  it  is  a  relief  after  these  many 
years  to  have  a  budget  that  is  essentially  honest  in  its  construct.  I 
also  am  relieved  that,  for  the  most  part,  we  can  take  this  Presi- 
dent's budget  and  work  with  it  on  Capitol  Hill,  rather  than  having 
to  develop  an  independent  budget  of  our  own.  That  is  not  to  say 
that  every  item  in  the  budget  meets  with  my  satisfaction,  but,  on 
the  whole,  I  think  it  is  a  budget  that  can  be  supported.  And,  while 
there  may  be  some  troublesome  aspects  to  the  budget,  taken  as  a 
whole  you  can  essentially  sell  this  plan. 

I  do  want  to  express  my  appreciation  that  President  Clinton  has 
broken  down  some  barriers  as  we  deal  with  the  deficit  numbers.  By 
taxing  higher  income  social  security  recipients  on  a  greater  share 
of  their  social  security  income,  he  has  broken  down  the  barrier  to 
entitlement  reforms  as  part  of  our  deficit  reduction  effort.  And  by 
including  taxes  in  the  mix,  he  has  clearly  signaled  that  we  must 
have  some  revenues  in  addition  to  significant  spending  cuts  if  we 
are  ever  to  get  rid  of  this  mountain  of  red  ink. 

Most  Members,  if  they  are  at  all  aware  of  the  numbers  involved, 
do  realize  that  $330  billion  worth  of  red  ink  cannot  be  eliminated 
quickly  or  easily  and,  in  all  honesty,  cannot  be  eliminated  unless 
there  is  some  tax  component  to  the  deficit  reduction  effort.  Having 
said  that,  a  group  of  us  have  worked  diligently  over  the  last 
number  of  weeks  to  develop  specific  proposals  for  additional  deficit 
reduction  on  the  spending  side.  There  are  several  members  of  your 
committee,  Mr.  Chairman,  that  have  participated  in  this  effort,  and 
we  have  been  careful  to  examine  every  budget  account  with  an  eye 
toward  additional  savings. 

As  you  are  aware,  since  this  proposal  has  already  been  brought 
to  your  attention,  the  recommended  savings  total  over  $8  billion  in 
the  first  year  and  over  $70  billion  over  5  years.  And  among  those 
recommendations  would  be  restraint  on  international  affairs,  sci- 
ence, energy  and  natural  resources.  Even  though  agriculture  has 
already  taken  7  percent  of  the  hits,  when  it  constitutes  only  1  per- 
cent of  the  budget,  there  are  some  additional  recommendations  for 
reductions  there. 

Commerce  and  credit,  transportation,  community  development, 
education  and  training,  health,  medicare,  income  security,  justice 
programs,  all  of  these  budget  accounts  are  recommended  for  addi- 
tional reductions. 

Some  of  these  reductions  would  force  choices.  In  the  science  area, 
for  example,  the  additional  reductions  that  have  been  proposed 
would  make  it  very  difficult  for  the  committees  to  continue  all 
three  big-ticket  science  projects,  those  being  the  solid  rocket  motor, 
the  space  station  and  the  superconducting  Supercollider.  Choices 
are  what  balancing  a  budget  is  all  about. 
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We  have  also  stipulated  in  our  proposal  that  one  other  way  to 
reduce  the  deficit  is  to  not  transfer  so  much  of  our  savings  to  in- 
vestment spending.  President  Clinton  has  slated  150  programs  for 
cuts,  and  I  would  like  to  see  his  recommendations  enacted.  But 
much,  if  not  all,  of  those  cuts  are  transferred  to  investment  spend- 
ing over  the  next  4  years.  If  we  slow  the  rate  of  investment  spend- 
ing or  pick  and  choose  more  carefully  among  those  investment 
items,  we  could  make  significant  savings  in  that  regard. 

So  either  by  additional  cuts  in  the  entitlements  domestic  and  de- 
fense discretionary  items  or  by  slowing  the  rate  of  investment 
spending  over  the  next  4  years,  we  can,  we  believe,  add  somewhere 
in  the  neighborhood  of  $8  billion  in  additional  cuts  in  the  first  year 
and  hopefully  as  much  as  $60  billion  over  4  years.  We  would  ask 
that  this  committee  give  very  thoughtful  consideration  to  the  rec- 
ommendations that  have  been  made  by  our  group  which  is  repre- 
sented on  your  committee  by  one  of  our  leaders,  Mr.  Stenholm. 

In  addition,  we  would  like  to  see  some  enforcement  of  our  budget 
goals.  I  think  Budget  Director  Panetta  has  stressed  his  desire  to  see 
some  kind  of  enforcement  mechanism  for  the  outyears,  and  I  am 
strongly  interested  in  seeing  that  as  well. 

I  have  sponsored  a  Budget  Enforcement  Act  which  is  essentially 
identical  to  the  Budget  Enforcement  Act  introduced  by  Mr.  Panet- 
ta in  the  last  session  of  Congress.  That  approach,  setting  spending 
caps  and  enforcement  mechanisms,  including  sequestration,  if  nec- 
essary, I  think  would  be  a  useful  mechanism  in  assuring  all  con- 
cerned that  we  are  going  to  stick  to  our  spending  guidelines  and 
stick  to  our  deficit  reduction  targets. 

I  have  also  cosponsored  with  Mr.  Schumer  a  resolution  that 
would  call  for  a  dedication  of  all  of  our  tax  revenues  and  entitle- 
ment cuts  to  deficit  reduction  and  require  a  pay-as-you-go  proposi- 
tion for  any  new  investments.  In  other  words,  they  would  have  to 
be  financed  by  cuts  in  less  important  categories  of  the  budget. 

Whether  you  go  with  Mr.  Panetta's  approach  or  an  approach 
more  similar  to  that  being  suggested  by  Mr.  Schumer,  I  think 
either  way  we  need  set  in  place  mechanisms  by  which  we  can 
ensure  that  our  deficit  reduction  goals  are  in  fact  met. 

With  that,  Mr.  Chairman,  I  have  no  further  remarks  but  would 
stand  ready  to  answer  any  questions. 

Chairman  Sabo.  Thank  you  very  much  for  your  testimony. 

Mr.  Smith? 

Mr.  Smith  of  Michigan.  Do  I  understand  that  you  are  specific  in 
the  testimony;  you  are  putting  in  which  cuts? 

Mr.  Penny.  I  will  submit  for  the  record  the  list  of  cuts  that  we 
have  proposed.  We  do  that  by  budget  category.  And  then  we  give 
examples  of  the  kinds  of  cuts  that  might  be  required  in  order  to 
meet  those  numbers. 

[The  information  follows:] 
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Proposed  Reductions  from  CLINTON  BUDGET  by  Function 


150  International  Affairs 

250  Science 

270  Energy 

300  Natural  Resources 

350  Agriculture 

370  Commerce,  credit 

400  Transportation 

450  Comm.  Development 

500  Educ,  training 

550  Health 

570  Medicare 

600  Income  Security 

650  Social  Security 

750  Justice 

800  Gen  Government 

920  Allowances 


FY9  4 
$1.8  billion 
$500  million 
$150  million 
$500  million 
$100  million 
$272  million 
$1.3  billion 
$75  million 
$600  million 
$150  million 
$1  billion 
$500  million 
$1  billion 
$200  million 

$100  million 


5  years 
$14.5  billion 
$3.75  billion 
$1.5  billion 
$6.25  billion 
$900  million 
$1.5  billion 
$10  billion 
$1  billion 
$5  billion 
$2.5  billion 
$8  billion 
$9  billion 
$6  billion 
$1.5  billion 

$760  million 


Total 


$8.25  billion 


$72.3  billion 


Specific  suggestions  on  how  to  meet  these  targets  for  savings 
total  $112,2  billion  over  five  years 


Proposed  Spending'  Cuts 

This  list  includes  proposals  to  reduce  the  total  allocation  for  each 
functional  category  below  the  levels  called  for  in  the  President's 
budget.   This  list  includes  specific  cuts  as  suggestions  on  how  to 
achieve  the  savings  necessary  to  meet  the  targets.   However,  the 
individual  committees  with  jurisdiction -over  the  function  would  be 
responsible  for  determining  what  is  the  best  mix  of  policy  changes  to 
meet -the  target  of  spending  reductions  through  the  reconciliation  and 
appropriations  process . 


Function  150  —  International  Affairs 


Savings 


Reduce  international  spending  by  15% 


$14,500  million 


Function  250  —  Science.  Space  and  Technology 

Reduce  function  total  $500  million  in  FY94,  $3.7  billion  over  five  yrs 

Suggested  options  for  achieving  targets: 

Discretionary  programs: 

Reduce  or  eliminate  space  station  and  re-invest  $10,400  million 
in  other  NASA  projects 


Cancel  Advanced  Solid  Rocket  Motor  (ASRM) 
source:  '93  CBO  options,  pg  142 


$1,650  million 


Rationale:  The  need  for  the  ASRM  would  be  virtually  eliminated  if 
the  space  station  was  eliminated  or  reduced.   Even  if  the  space 
station  was  continued,  the  need  for  the  ASRM  has  been  questioned  by 
scientific  experts. 
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Reduce  or  eliminate  Supercollider 
Scale  back  administration  initiatives 


$2,300  million 

$1.7  billion  (4  yrs) 


Function  270  —  Energy 

Reduce  function  total  $150  million  in  FY94,  $1.5  billion  over  5  yrs 

Suggested  specific  cuts  to  meet  target: 


Discretionary  Programs 

Reduce  Dept  of  Energy  R&D  funding  by  2  5% 
source:  '93  CBO  options,  pg  145 


$1,250  million 


The  Department  of  Energy  has  been  funding  research  projects  for 
alternative  energy  sources  since  1973.   Few  new  energy  technologies 
have  developed  from  this  program.   This  proposal  would  cut  back  on 
the  expensive  but  unproductive  program  for  near-term  development  of 
energy  technologies  and  concentrate  DOE  efforts  on  basic  applied 
science 


Scale  back  administration  initiatives 


$300  million  (4  yrs) 


This  would  represent  a  15%  cut  in  the  proposed  increases.   Possible 
savings  include  eliminating  the  proposed  increase  in  weatherization 
grants  and  the  conversion  of  the  federal  fleet  of  cars  to 
alternative  fuel  vehicles. 


Mandatory  programs: 

Require  Dept  of  Energy  to  raise  rates  for 
Federal  Hydroelectric  power 
source:  '93  CBO  options,  pg.  231 


$970  million 


Rationale:  DOE  sells  electricity  at  wholesale  rates  to  utilities  in 
the  Pacific  Northwest  for  use  by  their  customers.   Even  with  this 
change,  electricity  rates  in  the  Pacific  Northwest  would  still  rank 
among  the  nation's  lowest. 


Function  300  —  Natural  Resources  and  Environment 

Reduce  function  $500  million  in  FY94,  $6.25  billion  over  five  yrs. 

Suggested  specific  cuts  to  meet  target: 

Domestic  spending  cuts: 

De-emphasize  permanence  in  Superfund  cleanup 
source:  '93  CBO  options,  pg  155 


$1,250  million 


Rationale:  This  option  would  use  institutional  controls  and 
containment  devices  for  waste  sites.   This  proposal  would  avoid 
spending  more  on  Superfund  cleanups  than  is  necessary  to  protect 
health  and  safety  and  would  defer  permanent  remedies  until  land- 
use  needs  are  clearer  and  better  treatment  technologies  are 
developed. 


Reduce  EPA  sewage  treatment  grants  by  25% 
source:  Balanced  Budget  options 

Scale  back  administration  initiatives 


$3,668  million 
(4  yr  savings) 

$2,275  million 
(4  yr  savings) 
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This  would  reflect  a  30%  reduction  in  the  proposed  increase. 
Possible  savings  include  elimination  or  sharp  cutback  in  proposed 
increases  for  the  tree  planting  initiative,  green  programs,  Forests 
for  the  Future,  Forestry  Research  initiative  and  increased 
environmental  infrastructure. 


Function  350  —  Agriculture 

Reduce  function  total  $100  million  in  FY94,  $900  million  over  5  yrs 

Specific  suggestions  to  meet  target: 

Discretionary  programs 

Reduce  USDA  export  marketing  by  one-third       $65  million 
source:  '93  CBO  options,  pg  158 

Rationale:  It  is  unclear  how  much  return  this  program  has  generated 
in  terms  of  market  development.   This  program  could  revert  to 
private  enterprise  with  minimal  federal  assistance. 

Reduce  USDA  Research  and  extension  by  10%       $750  million 
source:  '93  CBO  options,  pg  157 

Rationale:  Several  items  in  this  program  have  been  earmarked 
projects  of  questionable  value.   Also,  it  has  been  argued  that 
federal  grants  simply  replace  private  funds  that  would  have  been 
utilized  without  the  grant. 

Scale  back  administration  initiatives  $75  million 

This  represents  a  17%  reduction  in  the  proposed  increase.   It  could 
be  met  by  scaling  back  increases  in  research  grants. 


Function  370  —  Commerce  and  Housing  Credit 

Reduce  function  $272  million  in  FY94,   $1.5  billion  over  5  years 

Suggested  specific  cuts  to  meet  target: 

Discretionary  Programs 

Cut  Export  administration  by  25%  $55  million 

source:  '93  CBO  options,  pg.  168 

Rationale:  This  agency  could  absorb  cuts  because  the  demise  of  the 
Soviet  bloc  and  the  elimination  of  sanctions  against  South  Africa 
reduces  the  demand  on  the  agency  for  enforcing  export  laws.   While 
there  is  a  need  to  monitor  exports  for  national  security 
implications,  the  workload  is  much  lower. 

Eliminate  International  Trade  Administration         $750  million 
source:  '93  CBO  options,  pg  169 

Rationale:  This  agency  promotes  U.S.  exports  abroad.   These 
activities  are  best  left  to  the  firms  and  industries  involved.   An 
alternative  would  be  to  continue  the  program  but  to  charge  the 
beneficiaries  for  the  cost  of  these  activities. 

Eliminate  Interstate  Commerce  Commission  $145  million 

Rationale:  This  is  an  archaic  bureaucracy  with  a  questionable 
mission  now  that  the  trucking  industry  has  been  de-regulated. 
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Mandatory  programs: 


Increase  FCC  user  fees 

Source:  '93  CBO  options,  pg.  257 


$400  million 


Rationale:  The  licensing  fee  for  holders  of  Federal  Communications 
licenses  should  cover  the  cost  of  services,  such  as  rulemaking, 
providing  information,  international  activates,  etc.,  provided  by 
the  FCC  to  license  holders. 


Extend  patent  and  trademark  fee 
Source:  Balanced  Budget  options 


$321  million 


Explanation:  These  fees  were  included  in  the  1990  reconciliation 
bill  and  will  expire  after  1995. 


Function  400  —  Transportation 

Reduce  function  by  $1.3  billion  in  FY94,  $10  billion  over  five  years 

Suggested  specific  cuts  to  meet  target: 


Discretionary  Programs 


Reduce  Highway  demonstration  projects 
Source:  '93  CBO  options,  pg  173 


$2,150  million 


Rationale:  Many  demonstration  projects  cannot  be  justified  by 
economic  criteria.   Funding  for  demonstration  projects  often 
encourages  construction  that  is  not  based  on  needs  identified  by 
state  or  local  agencies.   Problems  with  inequities  in  the  highway 
spending  formula  would  be  more  appropriately  handled  by  changing 
the  formula  for  highway  spending  instead  of  relying  on  the  highly 
subjective  process  of  awarding  demonstration  projects. 


Cut  Mass  transit  subsidies  by  25% 
Source:  '93  CBO  options,  pg  170 


$3,100  million 


Rationale:  Reducing  mass  transit  subsidies  would  improve  the  equity 
of  the  overall  package  by  requiring  greater  sacrifice  by  urban 
areas  to  offset  the  cuts  that  rural  America  will  absorb.   In 
addition,  federal  assistance  has  not  had  an  impact  on  the  use  of 
mass  transit,  which  is  the  purpose  of  the  program. 


Reduce  Amtrak  subsidies  by  50% 
source:  Balanced  Budget  options 

Rationale:  Same  as  above  on  fairness. 
be  borne  by  the  beneficiaries. 

Reduce  airport  improvement  grants  by  50% 
Source:  '93  CBO  options,  pg  171 


$2,950  million 


Costs  of  the  program  should 


$3,300  million 


Rationale:  Congress  passed  legislation  in  1991  allowing  airports  to 
levy  passenger  facility  charges  in  order  to  finance  airport 
improvements.   This  option  would  require  that  airports  make  choices 
about  improvements  and  would  shift  the  cost  of  airport  improvements 
to  those  who  use  the  airport. 


Scale  back  administration  initiatives 


$2.0  billion 


This  represents  a  18%  reduction  in  the  proposed  increase.   Possible 
savings  include  elimination  or  reduction  of  increases  in  mass 
transit,  q^rport  improvement  and  public  land  highways. 


65-430  0-93-2 
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Function  4  50  —  Community  and  regional  development 

Reduce  function  by  $75  million  in  FY94,  $1.0  billion  over  5  years 

Suggested  specific  cuts  to  meet  target: 

Discretionary  programs: 

Reduce  Appalachian  Regional  Commission  by  20%        $102  million 
source:  '93  CBO  options,  pg  177 

Rationale:  The  commission  supports  a  variety  of  development 
initiatives  in  the  Appalachian  region.   It  has  been  criticized  for 
duplicating  activates  funded  by  the  Federal  government.   Critics 
also  argue  that  Appalachia  should  not  be  given  priority  over  other 
areas  by  the  Federal  government. 

Reduce  Economic  Development  Administration  by  20%    $174  million 
source:  '93  CBO  options,  pg  176 

Rationale:  EDA  provides  grants  to  state  and  local  governments  for 
public  works,  business  development  and  other  development  program. 
Critics  argue  that  EDA  funds  projects  of  local  significance  that 
should  be  funded  at  the  local  level.   Also,  because  of  the  broad 
eligibility  criteria,  grants  often  go  to  communities  with  the 
resources  necessary  to  effectively  compete  for  grants  instead  of 
the  poorer  communities. 

Reduce  Rural  Development  grants  by  20%  $210  million 

source:  '93  CBO  options,  pg  174 

Rationale:  Same  as  rationale  for  reducing  EDA  described  above. 

Reduce  Rural  Development  loan  guarantees  by  20%      $66  million 
source:  '93  CBO  options,  pg  174 

Rationale:  Same  as  above. 

Reduce  TVA  non-power  projects  by  20%  $120  million 

source:  '93  CBO  options,  pg  180 

Rationale:  This  would  require  that  the  costs  incurred  by  the  TVA 
for  stewardship  activities  necessary  to  maintain  the  power  system 
be  borne  by  users  of  the  power,  and  that  other  TVA  activates,  such 
as  providing  recreational  facilities,  be  eliminated. 

Scale  back  administration  initiatives  $500  million 

(4  yrs) 

This  represents  a  15%  reduction  in  administration  initiatives  in 
this  function.   Possible  savings  include  elimination  or  reduction 
in  proposed  increases  for  Community  Development  Block  Grants  and 
Rural  Community  Housing  and  Business  Initiative. 


Function  500  —  Education.  Training.  Social  Services 

Reduce  function  $600  million  in  FY94  and  $5  billion  over  five  years 

Suggested  cuts  to  reach  target: 
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Discretionary  Programs 

Eliminate  law-related  grants  $25  million 

source:  '93  CBO  options,  pg  183 

Rationale:  This  program  has  achieved  its  goal  of  training 
elementary  and  high  school  teachers  in  law-related  education  and 
therefore  is  no  longer  necessary. 

Eliminate  law-school  grants  $35  million 

source:  '93  CBO  options,  pg  183 

Rationale:  This  was  initially  a  demonstration  for  the  concept  of 
clinical  legal  education  that  has  continued.   Most  law  schools  now 
offer  clinical  legal  education,  and  would  continue  to  do  so  without 
federal  assistance. 

Reduce  untargeted  funding  for  math  and  $575  million 

science  education  by  50% 
source:  '93  CBO  options,  pg  188 

Rationale:  Unlike  other  federal  education  assistance,  this  is  not 
targeted  to  needy  communities  or  students  with  special  needs.   This 
is  a  function  more  appropriately  filled  by  the  states.   This 
reduction  would  constitute  considerably  less  than  1/2%  of  total 
expenditures  on  education. 

Reduce  funding  for  arts  and  humanities  by  50%        $2,574  million 
source:  '93  CBO  options,  pg  189 

Rationale:  Funding  for  the  arts  and  humanities,  while  worthwhile, 
cannot  be  justified  at  a  time  when  budget  constraints  are  forcing 
cutbacks  across  the  budget.  Moreover,  arts  and  humanity  programs 
tend  to  benefit  predominantly  higher  income  people. 

Consolidate  social  services  and  cut  $1,000  million 

administrative  funding  by  5%. 
Source:  '93  CBO  options,  pg  194 

Rationale:  By  combining  several  social  service  programs  into  one 
block  grant,  states  would  have  more  flexibility  in  providing  social 
services  and  programs  would  be  more  user  friendly.   Administrative 
duplication  would  be  reduced  and  states  would  face  less 
complexities  in  complying  with  the  different  reguirements  of 
various  programs,  which  would  reduce  administrative  costs  of  these 
programs.   Implementation  would  be  delayed  so  that  consolidation 
could  be  properly  designed. 

Reduce  interest  subsidies  to  students  and       $11,050  million 
lenders  for  Stafford  loans 
source:  '93  CBO  options,  pg.  264 

Rationale:  This  would  charge  interest  to  students  who  receive 
student  loans  while  they  are  in  school,  but  defer  payments  until 
they  leave  school.   Currently,  the  federal  government  absorbs  the 
interest  accrued  while  a  student  was  at  school.   This  proposal 
would  also  reduce  the  yield  on  loans  by  1  percentage  point.   This 
would  reduce  federal  expenditures  without  significantly  reducing 
the  availability  of  loans. 

Require  post-secondary  institutions  to  pay  $5,100 

a  co-origination  fee  on  Stafford  loans 

Rationale:  Currently,  the  federal  government  pays  a  portion  of  the 
interest  of  after  students  leave  school.  This  would  require  that 
schools  pay  an  origination  fee  when  the  loan  is  taken  out.   Since 
post-secondary  institutions  benefit  from  these  loans,  they  should 
share  in  the  costs  of  the  program. 
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Limit  growth  of  foster  care  administrative  $380  million 

costs  to  10%  a  year 

source:  '93  CBO  options,  pg  271 

Rationale:  The  federal  government  re-imburse  states  for  half  of 
administrative  costs.   Administrative  costs 

Reduce  administration  initiatives  $4,500  million 

4  years 

This  represents  a  14%  reduction  in  administration  initiatives  in 
this  function.  Possible  savings  include  scaling  back  Head  Start 
increases  (which  many  experts  believe  to  be  too  large  for  Head 
Start  to  absorb) ,  scaling  back  the  cost  of  education  initiatives  by 
10%,  reducing  the  Summer  employment  initiative  and  eliminating 
increases  for  education  statistics  and  labor  statistics. 


Function  550  —  Health  • 

Reduce  function  by  $150  million  in  FY94  and  $2.5  billion  over  5  years. 

Suggested  specific  cuts  to  meet  target: 

Discretionary  Programs 

Reduce  overhead  on  Federally  sponsored  $1,000  million 

university  research,  source:  '93  CBO  options,  pg  198 

Rationale:  By  1990,  an  average  of  46  cents  in  overhead  costs  were 
paid  for  every  dollar  spent  on  university  research.   Overhead  costs 
have  increased  far  faster  than  the  direct  costs  of  research.   This 
will  refocus  federal  funds  to  actual  research. 

Reduce  administration  initiatives  $1,500  million 

This  would  represent  a  10%  reduction  in  the  large  increases  for 
AIDS,  women's  health,  research  initiatives  and  substance  abuse 
programs.   These  programs  would  still  receive  an  increase  of  $8.7 
billion  over  four  years. 


Function  570  —  Medicare 

Reduce  function  by  $1  billion  in  FY94,  $8  billion  over  five  years 

Suggested  specific  cuts  to  meet  target: 

Mandatory  programs: 

Reduce  Medicare's  payments  for  indirect  $3,900  million 

costs  of  patient  care  that  are  related 
to  hospitals '  teaching  programs 
source:  '93  CBO  options,  pg  285 

Rationale:  Higher  rates  are  paid  under  Medicare  to  hospitals  for 
hospitals  with  teaching  programs.   The  costs  incurred  by  teaching 
institutions  has  fallen  compared  to  non-teaching  hospitals. 
Reducing  the  adjustment  to  teaching  hospitals  would  reflect  this. 

Reduce  Medicare's  Direct  payments  for  $980  million 

medical  education 

source:  '93  CBO  options,  pg  286 
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Rationale:  This  would  reduce  teaching  and  overhead  payments  for 
non-primary  care  residents  in  their  initial  residency  period. 
Reducing  subsidies  for  medical  education  is  justified  because  the 
U.S.  is  facing  a  projected  surplus  of  physicians,  particularly  non- 
primary  care  physicians. 

Relate  premiums  for  physicians  services  $6,220  million 

under  Medicare  to  enrol lees  income 
source:  '93  CBO  options,  pg  301 

Rationale:  This  would  begin  to  increase  individual  premiums  under 
Medicare  for  individuals  with  incomes  above  $100,000  and  would 
require  individuals  with  incomes  above  $125,000  to  pay  100%  of 
their  Medicare  premium.   As  a  measure  of  fairness,  the  federal 
government  should  not  be  subsidizing  the  health  insurance  of 
wealthy  individuals. 


Function  600  —  Income  Security 

Reduce  function  in  $500  million  FY94  and  $9  billion  over  five  years. 

Suggested  specific  cuts  to  meet  targets: 

Domestic  programs 

Stop  expansion  of  rental  assistance  commitments      $4,600  million 
source:  '93  CBO  options,  pg  202 

Rationale:  This  would  freeze  the  number  of  commitments  for  rent 
assistance  for  low-income  individuals.   No  current  recipients  would 
lose  their  housing  assistance  and  existing  commitments  would  cover 
many  new  eligible  households  each  year  because  of  turnover. 

Modify  fee  structure  for  Local  and  state  $1,150  million 

agencies  administering  Housing  programs 
source:  '93  CBO  options,  pg  2  08 

Rationale:  HUD  pays  fees  to  local  Public  Housing  Administrations 
for  administrating  existing  housing  programs.   This  change  is  based 
on  a  HUD  study  that  found  that  actual  cost  per  unit  for 
administering  the  programs  is  lower  than  the  fee  structure. 

Use  IRS  data  to  identify  unreported  $1,650  million 

income  of  households  receiving  rent  subsidies 
source:  '93  CBO  options,  pg  209 

Rationale:  In  the  early  1980s,  Congress  passed  legislation  allowing 
administrators  of  AFDC  programs  to  use  IRS  data  to  confirm  the 
income  reported  AFDC  recipients  to  ensure  that  they  were  in  fact 
eligible.   This  proposal  would  do  the  same  for  means-tested  housing 
programs.   It  has  been  estimated  that  1/5  of  housing  assistance 
recipients  under-reported  their  income. 

Shift  housing  assistance  from  new  construction       $970  million 
to  vouchers  source:  CBO  options,  pg  203 

Rationale:  This  option  would  eliminate  new  commitments  for 
construction  and  replace  the  eliminated  commitments  with  vouchers. 
This  shift  would  reflect  the  fact  that  the  housing  problem  is  not  a 
lack  of  rental  units  but  the  ability  of  poor  households  to  afford 
existing  units. 

Scale  back  administration  initiatives  $750  million 

This  would  reduce  the  proposed  increases  in  this  function  by  10%. 
Possible  savings  include  scaling  back  increases  in  housing 
assistance,  low-income  energy  assistance  and  restoration  of 
existing  housing. 


34 


Function  650  —  Social  Security 

Reduce  function  by  $1  billion  in  FY94,   $6  billion  over  five  years 

Suggested  specific  cuts  to  meet  target: 

Mandatory  Programs 

Reduce  the  $20  exemption  of  unearned  income  $960  million 

in  determining  SSI  benefits 
source:  '93  CBO  options,  pg  313 

Rationale:  The  Social  Security  Income  program  is  intended  to  ensure 
a  minimum  living  standard  for  its  recipients.   It  need  not  provide 
a  higher  living  standard  to  those  who  happen  to  have  unearned 
income.  This  proposal  would  reduce  the  exemption  from  $20  to  $15  a 
month.   The  AFDC  program  does  not  have  an  exemption  for  unearned 
income . 

Reduce  replacement  rate  within  each  bracket  $5,500  million 

of  Social  Security  benefit  formula 
source:  '93  CBO  options,  pg  321 

Lengthen  computation  period  for  Social  Security      $2,300  million 
benefits  by  three  years 
source:  '93  CBO  options,  pg  323 

Eliminate  Social  Security  benefits  for  children      $1,800  million 

of  retirees  aged  62-64 

source:  '93  CBO  options,  pg  322 


Function  750  —  Administration  of  Justice 
Reduce  function  by  $1.5  billion  over  five  years 

Eliminate  Bureau  of  Justice  Assistance  $1,550  million 

source:  '93  CBO  options, pg  218 

Rationale:  Critics  have  argued  that  these  proposals  are  better  left 
to  states  and  local  governments  and  that  they  are  not  cost 
effective  for  reducing  crime. 

Reduce  DEA,  Customs  by  15%  $588  million 

source:  Balanced  Budget  Options  (4  yr  total) 


Function  920  —  Allowances 

Save  $100  million  in  FY94  and  $750  million  over  five  years 

5%  cut  in  Federal  travel  $760  million 

source:  Balanced  Budget  Options  (4  yr  total) 

Rationale:  This  may  be  covered  by  the  administration's 
administrative  savings,  but  if  not,  it  is  a  necessary  belt- 
tightening  measure. 

Eliminate  successorship  clause  of  Service  $100  million 

Contract  Act.   Source:  '93  CBO  options,  pg.  221 

Roll  back  1993  COLA  on  members  pay  $15  million 

and  eliminate  1994  COLA. 

Rationale:  Congress  should  take  the  lead  in  making  sacrifices  in 
reducing  the  deficit. 
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Mr.  Smith  of  Michigan.  So  it  is  more  numbers  than  it  is  specif- 


ic  

Mr.  Penny.  Well,  we  give  examples.  But,  I  mean,  the  way  you 
develop  a  budget  resolution  here  is  to  basically  lay  out  the  budget 
numbers  for  each  budget  category.  But,  in  order  to  do  that,  you 
have  to  think  of  ways  in  which  you  can  reach  those  numbers. 

We  simply  suggest  in  our  outline  various  ways  within  each  cate- 
gory that  you  can  meet  the  numbers. 

Chairman  Sabo.  Thank  you  very  much  for  your  testimony.  Let 
me  assure  you  that  Mr.  Stenholm  is  a  very  avid  and  able  spokes- 
man for  the  proposals  that  you  have  presented  to  us.  Thank  you. 

Any  further  questions?  David? 

Mr.  Price.  Just  one  brief  question,  if  I  might,  Mr.  Chairman. 

I  also  want  to  thank  our  friend  for  his  testimony  and  for  the  ef- 
forts to  find  further  savings  in  this  budget  package.  As  you  know, 
this  committee,  as  we  speak,  is  working  on  that  very  hard. 

I  would  like  to  ask  you  to  elaborate  a  bit,  though,  on  the  specific 
suggestions  you  are  making  as  to  where  these  cuts  may  be  found, 
namely,  the  balance  that  you  are  trying  to  strike  between  trim- 
ming back  existing  programs,  existing  accounts,  and  curtailing  pro- 
posed new  activity. 

The  reason  I  ask  the  question  is  that  I  assume  that  the  goal  of 
deficit  reduction  and  the  goal  of  these  new  investments  is  really 
the  same.  In  both  cases,  we  are  talking  about  bringing  this  econo- 
my back.  In  both  cases,  we  are  talking  about  laying  the  ground- 
work for  private  investment,  for  revitalized  private  sector.  That  is 
the  reason  we  want  to  get  our  deficit  and  our  debt  down.  It  is  also 
the  reason  that  we  want  to  invest  in  education  and  training  and 
research  and  development  and  infrastructure. 

The  goals  of  deficit  reduction  and  new  investment  are  not  anti- 
thetical. They  are  complementary.  I  am  sure  you  would  agree  with 
that.  But  it  does  lead  to  the  question  about  what  kind  of  balance 
you  want  to  strike  between  finding  savings  in  some  of  these  older 
accounts  and  finding  savings  in  the  proposed  new  initiatives. 

Mr.  Penny.  It  is  a  legitimate  question,  and  I  will  make  sure  that 
you  have  a  list  of  the  various  proposals  so  you  can  determine  for 
yourself  what  the  mix  is. 

I  could  go  through  one  account  as  an  example.  In  the  area  of 
transportation,  our  recommendation  would  be  for  a  reduction  in 
the  first  year  of  about  $1.3  billion  and  roughly  $10  billion  over  the 
5-year  period.  But  in  terms  of  suggested  savings,  $2  billion  would 
be  in  reducing  further  demonstration  projects.  President  Clinton 
has  already  taken  a  hit  in  that  area. 

We  would,  over  5  years,  recommend  an  additional  $2  billion  in 
that  regard.  We  recommend  scaling  back  some  of  the  mass-transit- 
related  subsidies  by  several  billion  dollars  over  5  years  and  airport 
grant  projects  by  about  $3  billion  over  5  years  and  then  scaling 
back  the  administration's  initiatives  by  $2  billion. 

So,  clearly,  we  are  recommending  far  more  in  terms  of  reduc- 
tions of  spending  in  other  areas  and  only  recommending  about  a  $2 
billion  cutback  in  the  kinds  of  transportation  projects  that  the  ad- 
ministration is  suggesting. 

Probably,  on  balance,  as  we  look  at  the  various  accounts  where 
the  President  has  recommended  increases,  we  are  suggesting  seal- 
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ing  back  those  programs  in  the  neighborhood  of  15  percent  of  his 
goal  over  the  next  4  years.  All  in  all,  he  is  talking  about  over  $100 
billion  worth  of  investment  spending,  which  essentially  transfers 
the  cuts  in  other  areas  to  these  new  areas  of  commitment,  and  we 
would  scale  back  only  by  15  percent  that  investment  spending. 

So  we  would  still  be  providing  for  a  substantial  shift,  in  our 
spending  priorities,  even  with  the  modifications  that  we  have  pro- 
posed in  our  budget.  And,  by  and  large,  our  budget  recommenda- 
tions do  not  rely  so  much  on  eliminating  his  investment  initiatives 
as  they  do  on  suggesting  other  existing  programs  that  could  be  cut. 

Mr.  Price.  Well,  that  is  good  to  know,  because  I  think  you  would 
agree  that  we  are  not  simply  spending 

Mr.  Penny.  I  agree. 

Mr.  Price,  [continuing]  we  are  not  simply  striving  to  spend  less, 
we  are  also  striving  to  spend  smarter  and  to  make  those  invest- 
ments count  for  our  economic  future. 

Mr.  Penny.  I  agree.  And  I  think  much  of  what  Clinton  has  pro- 
posed in  terms  of  investment  spending  is  warranted,  and  I  am 
pleased  with  his  pay-as-you-go  approach  to  those  new  investments, 
that  he  is  financing  those  investments  with  reductions  in  other 
areas. 

The  150  cuts  he  has  proposed  may  not  be  as  big  as  I  would  like, 
but  they  are  real.  I  don't  have  a  problem  with  his  desire  to  put 
more  money  in  the  Head  Start  and  WIC  and  immunization  pro- 
grams and  a  few  other  areas.  I  may  differ  with  some  of  his  invest- 
ment initiatives,  but  there  are  a  number  of  them  that  I  think  we 
all  agree  are  critically  important  to  the  country's  future  and  are 
an  important  departure  from  a  decade  in  which  we  essentially  did 
not  invest  in  our  country's  future. 

Mr.  Price.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Chairman  Sabo.  Thank  you.  Thank  you  very  much,  Mr.  Penny. 

Mr.  Butler  Derrick  is  here.  I  should  have  looked  straight  ahead.  I 
was  looking  everywhere  else. 

Mr.  Derrick.  At  least  you  didn't  call  me  Derrick  Butler,  so  we 
are  starting  out  ahead. 

Chairman  Sabo.  Welcome. 

Mr.  Derrick.  Thank  you. 

STATEMENT  OF  HON.  BUTLER  DERRICK,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  SOUTH  CAROLINA 

Mr.  Derrick.  I  am  delighted  to  be  here,  Mr.  Chairman,  and  I  ap- 
preciate the  opportunity  to  appear  before  the  Budget  Committee.  I 
at  one  time  had  the  distinction  of  having  served  on  the  Budget 
Committee  longer  than  any  Democrat,  10  years,  and  I  am  certainly 
familiar  with  the  problems  that  you  have  to  deal  with.  I  am  sure 
they  will  be  dealt  with  in  a  very  capable  and  expeditious  manner. 

As  you  know,  I  serve  on  the  Rules  Committee.  The  Rules  Com- 
mittee, many  people  don't  understand,  is  basically  the  enforcement 
arm  for  the  budget  reconciliation,  and  I  look  forward  to  working 
with  you.  I  also  look  forward  to  working  with  the  leadership  and 
the  administration  to  make  sure  that  we  have  a  strong  enforce- 
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merit  package.  Without  that,  what  we  talk  about  amounts  to  noth- 
ing. 

I  have  a  formal  statement  that  I  would  like  to  read  at  least  part 
of,  but  let  me  just  make  an  observation,  if  I  may.  With  all  due  re- 
spect to  Presidents  and  Congresses  that  have  gone  before,  I  have 
seen  so  many  times  since  I  have  been  here  over  18  years  mecha- 
nisms that  were  developed  to  reduce  the  budget  deficit.  They  really 
were  mechanisms  Members  and  Presidents  hoped  will  defer  them 
making  the  hard  decisions  on  budget  matters.  You  know,  I  hear 
testimony  saying  we  like  the  President's  cuts,  but  we  want  more. 
Many  of  them  do  not  seem  to  suggest  specific  cuts. 

We  all  know  across-the-board  cuts  and  things  like  that  are  just 
gimmicks.  The  only  time  that  I  take  anyone  seriously  about  cuts  is 
when  he  names  the  program,  name  the  amount,  and  if  it  is  a  legiti- 
mate program  and  a  legitimate  amount. 

After  all,  that  is  what  our  President  has  done.  He  has  named  the 
program  and  named  the  amount  of  his  cuts.  He  is  the  first  Presi- 
dent that  I  have  served  under — and  I  have  served  under  five — to 
offer  a  legitimate  budget.  And  I  strongly  support  it.  There  are  cer- 
tainly things  in  there  that  I  would  rather  not  be  in  there,  but  ev- 
eryone can  say  that. 

And  I  think  the  important  thing  for  us  to  remember  is  that  we 
may  find  things  in  there  that  we  don't  like.  We  have  to  take  it  all. 
We  have  to  take  it  all  and  support  our  President,  because  he  is  the 
only  one  who  has  come  up  with  that  sort  of  plan. 

The  structural  deficit,  which  is  the  shortfall  we  would  have  even 
if  the  economy  were  operating  at  its  full  potential,  remains  stub- 
bornly high,  as  we  all  know.  Since  the  economy  is  not  operating  at 
full  potential,  the  total  deficit  is  even  higher. 

Current  projections  suggest  the  budget  deficit  will,  if  not  ad- 
dressed, more  than  double  within  a  decade.  The  national  debt  will 
skyrocket.  So  will  the  proportion  of  each  year's  outlays  consumed 
by  interest  payments. 

The  American  people  are  frightened,  and  they  should  be.  These 
large  deficits  are  slowly  sapping  our  economy  of  the  vitality  and 
robbing  our  children  of  their  future. 

If  we  fail  to  act,  our  children  and  grandchildren  will  be  the  first 
generation  of  Americans  to  enjoy  a  lower  standard  of  living  than 
their  parents.  That  is  hardly  the  legacy  I  want  for  my  children  and 
grandchildren,  and  I  know  it  is  not  what  you  want  either. 

President  Clinton  could  have  chosen  to  relax  at  the  White  House 
and  do  nothing  about  the  budget  deficit  or  other  problems.  After 
all,  anything  he  might  do  would  ruffle  somebody's  feathers  and 
jeopardize  his  chances  for  reelection.  We  could  possibly  slide 
through  another  4  years.  But  last  year  voters  soundly  rejected  such 
complacency,  and  the  President  did  not  seek  the  White  House 
merely  to  preside  over  4  more  years  of  decline.  He  obviously  recog- 
nizes it  is  a  President's  job  to  make  unpopular  decisions  and  lead. 

The  President's  package  is  precisely  what  our  country  needs,  in 
my  opinion,  at  this  point  in  our  history.  In  discussions  with  my 
constituents,  I  found  strong  support.  I  don't  mean  to  imply  that  ev- 
eryone likes  everything  about  it,  but  all  people  recognize  we  have 
to  do  this  or  something  like  this  before  it  is  too  late. 
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I  support  the  economic  stimulus  package  as  an  insurance  policy. 
The  recession  technically  ended  2  years  ago,  but  we  are  still  provid- 
ing jobs  at  a  pitifully  slow  pace.  We  cannot  afford  to  fall  back  into 
a  recession  again.  The  President's  modest  stimulus,  coupled  with 
the  effects  of  lower  interest  rates,  will  kick  start  the  economy,  help 
businesses  produce  jobs  and  make  a  down  payment  on  investments 
we  need  to  prosper  in  the  future. 

I  strongly  support  the  $375  billion  in  spending  cuts  proposed  by 
the  President  over  5  years.  Many  of  my  constituents  want  ev^n 
more  cuts.  I  appreciate  the  President's  willingness  to  consider 
them. 

I  also  commend  you,  Mr.  Chairman,  and  your  committee  for  your 
ongoing  efforts  to  find  additional  savings.  The  President  has  given 
us  a  tremendous  opportunity  and  we  should  seize  every  chance  to 
cut,  cut,  cut,  cut,  anywhere  that  we  can. 

Although  I  wish  they  were  not  necessary,  I  also  support  the  $328 
billion  in  revenue  increases  proposed  by  the  President  over  5  years. 
They  represent  fair,  shared  sacrifice  across  most  every  sector  of  our 
society.  For  individuals,  the  new  taxes  are  concentrated  at  the 
highest  income  levels,  to  ease  the  burden  on  the  middle  class.  The 
President  intends  those  earning  more  than  $100,000  annually  to 
provide  70  percent  of  the  new  revenues. 

Mr.  Chairman,  as  the  President  predicted,  the  special  interests 
are  already  out  in  force,  working  night  and  day  to  defeat  these  pro- 
posals. If  special  interests  succeed  at  preserving  the  status  quo,  we 
can  look  forward  to  more  of  the  same:  growing  budget  deficits,  con- 
tinuing neglect  of  our  education  system,  our  health  system,  infra- 
structure and  research  and  development  and  the  other  investments 
our  country  needs.  We  can  expect  further  erosion  of  our  standard 
of  living  and  the  eventual  loss  of  our  preeminent  economic  and 
military  position  in  the  world. 

Mr.  Chairman,  in  closing,  I  want  to  share  with  you  part  of  an  op- 
ed that  was  written  in  a  paper  that  is  published  in  my  district,  the 
Anderson  Independent-Mail,  by  Catherine  Smith,  the  title  of  which 
was,  "If  Not  Now,  When?"  describing  the  dire  situation  that  we 
could  find  ourselves  in  by  the  year  2001  if  we  fail. 

"Bill  Clinton's  name  is  a  part  of  distant  political  history.  Follow- 
ing him  into  obscurity  is  Jack  Kemp,  who  took  office  in  1997.  Both 
presented  plans  early  in  their  administrations  to  cut  Federal 
spending.  Mr.  Clinton  asked  for  tax  hikes.  So  with  considerable  re- 
luctance did  Mr.  Kemp. 

"Initially  there  was  much  enthusiasm.  Some  tax  hikes  were 
passed.  However,  special  interests  marshaled  their  forces  to  defeat 
the  most  meaningful  spending  cuts." 

"Remember,  this  is  2001.  The  deficit  is  paralyzing.  Having 
enough  money  to  keep  the  government  going  soaks  up  most  of  the 
savings  Americans  have.  Not  that  we  have  much. 

"But  there  is  still  hope.  A  new  President  has  been  elected  and 
this  one  has  promised  finally  to  get  the  deficit  under  control.  On 
the  night  of  the  State  of  the  Union  Address,  Members  of  the  Con- 
gress stomp  and  cheer  over  promises  of  spending  cuts,  belt  tighten- 
ing and  sacrifice.  Outside,  lobbyists  wait.  The  letters  of  protest  roll 
off  the  fax  machines  in  the  congressional  offices. 

"If  not  now,  when?  If  not  Mr.  Clinton's  plan,  what?" 


39 

Mr.  Chairman,  we  must  not  let  this  glimpse  of  the  future  come 
to  pass.  I  urge  the  committee  to  support  the  President. 
Thank  you. 
[The  prepared  statement  of  Hon.  Butler  Derrick  follows:] 

Prepared  Statement  of  Hon.  Butler  Derrick,  a  Representative  in  Congress 

from  the  State  of  South  Carolina 

Mr.  Chairman,  I  greatly  appreciate  the  opportunity  to  present  my  views  on  the 
President's  budget  and  economic  plan  for  the  country. 

I  strongly  support  the  President  and  urge  the  Committee  to  draft  a  budget  resolu- 
tion to  translate  his  program  into  reality. 

As  a  citizen  I  am  delighted  we  finally  have  a  President  willing  to  confront  the 
budget  deficit  and  lead  the  rest  of  us  to  confront  it  too.  The  structural  deficit,  which 
is  the  shortfall  we  would  have  even  if  the  economy  were  operating  at  its  full  poten- 
tial, remains  stubbornly  high.  And  since  the  economy  is  not  operating  at  full  poten- 
tial, the  total  deficit  is  even  higher. 

Current  projections  suggest  the  budget  deficit  will,  if  not  addressed,  more  than 
double  within  a  decade.  The  national  debt  will  skyrocket.  So  will  the  proportion  of 
each  year's  outlays  consumed  by  interest  payments. 

The  American  people  are  frightened,  and  they  should  be.  These  large  deficits  are 
slowly  sapping  our  economy  of  its  vitality  and  robbing  our  children  of  their  future. 

If  we  fail  to  act,  our  children  and  grandchildren  will  be  the  first  generations  of 
Americans  to  enjoy  a  lower  standard  of  living  than  their  parents.  That  is  hardly  the 
legacy  I  want  for  my  granddaughter. 

President  Clinton  could  have  chosen  to  relax  in  the  White  House  and  do  nothing 
about  the  budget  deficit  or  our  country's  other  problems.  After  all,  anything  he 
might  do  would  ruffle  somebody's  feathers  and  jeopardize  his  chances  for  reelection. 
We  could  probably  slide  through  another  four  years. 

But  last  year  voters  soundly  rejected  such  complacency,  and  the  President  did  not 
seek  the  White  House  merely  to  preside  over  four  more  years  of  decline.  He  obvious- 
ly recognizes  it  is  a  President's  job  to  make  unpopular  decisions  and  lead.  In  my 
view  the  best  Presidents  we've  ever  had  looked  into  the  future  and  led  us  there. 

The  President's  package  of  spending  cuts,  tax  increases  and  shared  sacrifice  are 
precisely  what  our  country  needs  at  this  point  in  its  history.  In  discussions  with  my 
constituents  I  have  found  strong  support.  I  don't  mean  to  imply  everybody  likes  ev- 
erything about  it.  But  overall,  people  recognize  we  have  to  do  this,  or  something  like 
this,  before  it  is  too  late. 

I  support  the  economic  stimulus  package  as  an  insurance  policy.  The  recession 
technically  ended  two  years  ago,  but  we  are  still  producing  jobs  at  a  pitifully  slow 
pace.  We  have  already  seen  the  recovery  stumble;  we  cannot  afford  to  fall  back  into 
recession  again.  The  President's  modest  stimulus,  coupled  with  the  effects  of  already 
lower  interest  rates,  will  kick-start  the  economy,  help  businesses  produce  jobs,  and 
make  a  down  payment  on  the  investments  we  need  to  prosper  in  the  future. 

I  strongly  support  the  $375  billion  in  spending  cuts  proposed  by  the  President 
over  five  years.  Many  of  my  constituents  want  even  more  cuts,  and  I  appreciate  the 
President's  willingness  to  consider  them.  I  also  commend  you,  Mr.  Chairman,  and 
your  Committee  for  your  ongoing  efforts  to  find  additional  savings.  The  President 
has  given  us  a  tremendous  opportunity  and  we  should  seize  every  chance  to  cut,  cut, 
cut,  anywhere  we  can. 

Although  I  wish  they  were  not  necessary,  I  also  support  the  $328  billion  in  reve- 
nue increases  proposed  by  the  President  over  five  years.  They  represent  fair,  shared 
sacrifice  across  most  every  sector  of  society.  For  individuals,  the  new  taxes  are  con- 
centrated at  the  highest  income  levels  to  ease  the  burden  on  the  middle  class.  The 
President  intends  those  earning  more  than  $100,000  annually  to  provide  70  percent 
of  the  new  revenues. 

The  broad-based  energy  tax  will  affect  most  families  only  modestly,  and  I  too  be- 
lieve for  most  the  tax  will  be  offset  by  savings  on  house  payments,  car  payments 
and  other  borrowing  through  lower  interest  rates.  The  bond  market  has  reacted  fa- 
vorably to  the  plan  already,  driving  interest  rates  to  record  lows. 

Mr.  Chairman,  as  the  President  predicted,  the  special  interests  are  already  out  in 
force,  working  night  and  day  to  defeat  these  proposals.  If  the  special  interests  suc- 
ceed at  preserving  the  status  quo,  we  can  look  forward  to  more  of  the  same:  growing 
budget  deficits,  continued  neglect  of  our  education  system,  our  health-care  system, 
our  infrastructure,  research  and  development  and  the  other  investments  our  coun- 
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try  needs.  We  can  expect  further  erosion  of  our  standard  of  living  and  the  eventual 
loss  of  our  pre-eminent  economic  and  military  position  in  the  world. 

Mr.  Chairman,  Catherine  Smith  of  the  Anderson  Independent-Mail,  a  newspaper 
in  my  district,  recently  wrote  an  editorial  entitled,  "If  Not  Now,  When?"  describing 
the  dire  situation  we  could  find  ourselves  in  by  the  year  2001  if  we  fail: 

"Bill  Clinton's  name  is  a  part  of  distant  political  history.  Following  him  into  ob- 
scurity is  Jack  Kemp  . .  .  who  took  office  in  1997. 

Both . . .  present(ed)  plans  early  in  their  administrations  to  cut  Federal  spending. 
Mr.  Clinton  asked  for  tax  hikes.  So,  with  considerable  reluctance,  did  Mr.  Kemp. 

Initially  there  was  much  enthusiasm  . .  .  Some  tax  hikes  were  passed.  However, 
special  interests  marshaled  their  forces  to  defeat  the  most  meaningful  spending 
cuts. 

The  deficit  is  staggering — $400  billion  a  year,  piled  onto  a  debt  of  $8  trillion — and 
borrowing  enough  money  to  keep  the  government  going  soaks  up  most  of  the  sav- 
ings Americans  have. 

Not  that  we  have  much. 

But  there  is  still  hope.  A  new  president  has  been  elected  and  this  one  has  prom- 
ised, finally,  to  get  the  deficit  under  control.  On  the  night  of  the  State  of  the  Union 
Address,  members  of  the  Congress  stomp  and  cheer  over  promises  of  spending  cuts, 
belt  tightening  and  sacrifice. 

Outside,  lobbyists  wait  in  the  halls  and  letters  of  protest  roll  off  the  fax  machines 
in  congressional  offices. 

If  not  now,  when?  If  not  Mr.  Clinton's  plan,  what?" 

Mr.  Chairman,  we  must  not  let  this  glimpse  of  the  future  come  to  pass.  I  urge  the 
committee  to  support  the  President. 

Chairman  Sabo.  Thank  you  very  much  for  your  testimony.  We 
look  forward  to  working  with  you  in  the  weeks  and  months  ahead 
as  we  process  the  budget  resolution. 

Mr.  Derrick.  Thank  you,  Mr.  Chairman. 

Let  me  just  say  one  thing  before  I  leave.  I  appreciate  people  who 
are  interested  in  additional  cuts.  I  agree  with  you.  Let's  make  addi- 
tional cuts.  But  let's  make  the  ones  the  President  has  suggested 
first,  and  if  we  are  able  to  do  that,  then  we  will  make  more. 

Thank  you. 

Chairman  Sabo.  I  think  we  may  give  you  a  full  platter. 

Any  questions? 

Mr.  Derrick.  I  have  great  confidence  in  you,  Mr.  Chairman. 

Chairman  Sabo.  We  have  a  couple  of  folks  that  are  left  to  testify. 
Several  who  were  scheduled  are  not  coming.  Mr.  Orton  is  agreeing 
to  be  here  at  11,  at  which  point  we  will  hear  from  Mr.  Sharp  and 
Mr.  Edwards.  We  will  reconvene  after  that  at  1  this  afternoon  to 
hear  public  testimony. 

[Recess.] 

Mr.  Orton  [presiding].  Welcome,  Mr.  Edwards.  We  would  be 
happy  to  hear  your  testimony. 

STATEMENT  OF  HON.  CHET  EDWARDS,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  TEXAS 

Mr.  Edwards.  Thank  you,  Mr.  Chairman,  very  much.  I  would  ap- 
preciate the  chance  to  make  a  statement  for  you  and  for  the 
record. 

Let  me  first  say  that  I  appreciate  the  committee's  efforts  in  deal- 
ing with  the  tough  task  of  hearing  people  say  they  want  to  cut 
more  from  the  President's  program  but  they  all  have  their  own 
programs  they  do  not  want  cut.  That  is  a  tough  challenge  and  I 
know  this  committee  is  trying  to  deal  with  it  very  responsibly. 

The  only  specific  idea  or  suggestion  I  would  like  to  ask  that  you 
and  the  committee  consider  today  is  one  which  Chuck  Schumer 
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and  Bill  Brewster  and  I  have  been  pushing,  and  that  is  the  concept 
that  the  tax  increases  would  go  to  deficit  reduction  along  with  cuts 
in  entitlement  programs,  and  that  we  discipline  ourselves  to  say 
that  we  cannot  have  any  new  spending  programs  unless  those  can 
be  funded  with  cuts  in  present  programs. 

I  think  there  are  several  reasons  why  this  is  a  very  positive,  con- 
structive idea,  and  ought  to  be  incorporated  into  the  President's 
economic  package.  While  national  polls  show  that  there  is  a  lot  of 
general  support  for  the  President,  they  clearly  show  people  are 
willing  to  tighten  their  belt,  perhaps  even  take  on  the  unpopular 
task  of  paying  more  taxes;  but  the  polls  also  show  a  great  deal  of 
skepticism  about  Washington's  ability  to  make  the  tough  cutting 
decisions. 

I  think  by  incorporating  some  sort  of  sense  of  the  Congress  lan- 
guage in  the  budget  resolution,  we  could  send  a  message  at  this 
point  that  would  not  be  binding,  but  it  would  help  us  send  a  mes- 
sage to  the  American  people  that  our  goal  is  to  see  that  every  new 
dollar  in  taxes  is  not  going  to  be  just  wasted  on  the  myriad  of, 
"pork  barrel  projects  or  other  special  interest  projects,"  but  actual- 
ly their  new  tax  dollars  will  go  to  deficit  reduction,  and  that  we 
will  discipline  ourselves  and  force  ourselves  to  make  cuts  in 
present  programs  before  we  go  on  to  the  easier  road  of  spending 
money  for  new  programs. 

I  believe  that  Mr.  Schumer  and  Mr.  Brewster  and  I  at  some  point 
are  going  to  try  to  see  if  this  concept  could  be  put  in  specific  lan- 
guage that  might  be  included  in  the  reconciliation  bill,  so  that  we 
literally  build  some  discipline  into  the  system,  and  it  is  not  just  a 
sense  of  the  Congress  or  a  nonbinding  resolution. 

We  genuinely  believe  that  this  idea  not  only  helps  sell  the  Presi- 
dent's program  and  create  greater  credibility  for  it  and  this  institu- 
tion here  in  Congress,  but  it  will  also  help  build  in  some  discipline 
so  that  we  don't  just  go  out  and  fund  every  new  program  we  would 
like  to  fund  until  we  have  had  the  guts  to  make  cuts  in  present 
programs. 

And  I  would  appreciate  your  considering  that  idea,  thinking 
about  it,  seeing  if  it  is  possible  in  some  way  to  incorporate  that  into 
a  resolution,  nonbinding,  but  a  resolution  that  will  come  out  with 
the  Budget  Committee's  report. 

I  believe  Mr.  Schumer  is  trying  to  put  together  some  specific  lan- 
guage so  we  can  actually  have  something  for  you  to  look  at  on  that 
idea.  But  I  appreciate  the  opportunity  to  be  here  and  thank  you  for 
the  job  you  are  doing.  I  would  certainly  look  forward  to  working 
with  you  on  this  idea. 

Mr.  Orton.  Thank  you,  Mr.  Edwards. 

I  know  there  has  been  a  lot  of  thoughtful  discussion  on  this  topic 
and  this  general  area.  I  know  it  has  been  raised  with  the  President 
and  Vice  President  who  have  both  pointed  out  accurately  that  in 
fact  under  the  President's  recommendation,  under  his  economic 
package,  there  would  be  more  in  spending  cuts  than  spending  in- 
creases. 

Even  if  there  were  no  tax  increases,  the  budget  deficit  would  ac- 
tually be  dropping  over  the  coming  4  to  5  years  under  the  Presi- 
dent's economic  plan. 
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Under  the  President's  package,  all  of  the  tax  increases,  the  effect 
of  those  tax  increases  is  to  lower  the  deficit.  Although  we  know 
that  money  is  fungible  and  you  cannot  track  a  particular  dollar 
through  the  system,  it  is  clear  that  under  the  President's  recom- 
mendation, under  his  economic  package  which  he  has  submitted  to 
us,  it  is  clear  that  all  of  the  tax  increases  would  in  fact  have  the 
effect  of  reducing  the  deficit. 

What  you  and  others,  as  I  understand  it,  are  attempting  to  do  is 
have  a  more  visible  commitment.  I  commend  you  for  that  effort, 
and  I  personally  am  supportive  of  that  commitment  and  have 
urged  the  President  to  so  commit  publicly. 

I  think  he  has  done  that,  indicating  that  he  is  not  willing  to  raise 
taxes  without  the  spending  cuts  that  he  has  proposed.  There  may 
be  something  more  that  we  can  do  to  give  the  public  a  visible 
signal  that  in  fact  we  have  taken  on  that  commitment  ourselves. 

We  could  even  go  further.  Of  course,  this  committee  would  have 
no  binding  jurisdiction  to  do  so,  but  it  would  be  possible  for  Ways 
and  Means,  for  instance,  to  specifically  earmark  the  energy  taxes, 
as  an  example,  and  require  that  those  taxes  actually  reduce  deficit 
so  that  they  could  not  be  shifted  over  for  any  spending  increase. 
There  are  ways  that  this  public  signal  could  be  sent. 

I  concur  with  you  and  others  that  there  is  a  lack  of  public  trust 
out,  that  the  public  has  failing  confidence  in  the  Congress  to  actu- 
ally keep  good  on  their  promises  in  the  out  years.  We  see  that  we 
may  find  fiscal  restraint  in  the  current  fiscal  year,  but  then  as  the 
out  years  proceed  further,  what  we  have  projected  has  not  hap- 
pened. 

That  raises  a  healthy  skepticism  out  there  in  the  public  that  we 
just  can't  be  trusted  to  do  what  we  say.  I  think  your  recommenda- 
tion is  a  step  that  would  try  to  reinstill  confidence  in  the  mind  of 
the  public  that  we  have  made  a  commitment,  that  we  have  heard 
the  message  they  have  sent,  that  it  is  our  desire,  along  with  the 
public,  to  make  real,  significant  reductions  in  the  deficit,  and  the 
additional  sacrifices  that  we  are  asking  the  public  to  make  through 
the  revenue  increases  would  be  devoted  solely  to  the  effort  of  re- 
ducing the  deficit. 

I  commend  you  for  your  effort.  The  message  certainly  is  being 
heard  in  this  committee  and  on  the  Hill,  and  I  believe  in  the  White 
House  as  well.  So  I  thank  you  and  commend  you  for  that. 

Mr.  Edwards.  I  appreciate  your  comments,  Mr.  Chairman,  and  I 
am  thrilled  to  hear  that  you  are  favorable  toward  the  concept,  and 
I  would  very  much  be  grateful  for  your  participating,  helping 
Chuck  Schumer  and  Bill  Brewster  and  me  and  the  many  others  in- 
terested in  this  idea  to  take  an  idea  and  figure  out  the  best  game 
plan  for  actually  making  it  more  than  just  a  packaging  tool.  If  it 
were  just  a  packaging  tool  alone,  I  think  it  still  is  worth  pursuing 
because  it  will  help  us  sell  the  President's  plan  with  greater  credi- 
bility. 

But  I  would  like  to  see  it  taken  a  step  farther  and  put  into  some 
sort  of  enforcement  mechanism.  I  don't  find  too  many  Members  of 
Congress  worried  a  great  deal  about  the  commitments,  in  letter  or 
morally,  in  regard  to  the  1990  budget  agreement  anymore.  And 
this  is  only  the  beginning  of  1993.  If  we  had  that  same  attitude  2  or 
3  years  ago,  we  will  would  have  the  worst  of  all  nightmares,  that 
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is,  taxes  will  have  been  raised  and  the  deficit  will  have  been  in- 
creased. 

And  if  you  would  consider  this  and  determine  in  your  own  mind 
if  it  is  appropriate,  if  this  can  be  added  with  some  sort  of  nonbind- 
ing  language,  as,  a  sense  of  the  Congress  resolution  is  part  of  the 
budget  report,  rather  than  trying  to  go  out  and  have  a  fight  on  the 
Floor  that  could  divide  Members  if  they  don't  understand  exactly 
what  we  are  trying  to  accomplish,  we  could  have  it  in  the  report, 
and  then  once  that  report  has  been  adopted  by  the  House,  it  gives 
us  a  tool  to  take  the  concept  to  the  next  step. 

I  look  forward  to  working  with  you.  I  appreciate  your  comments 
and  also  taking  the  time  to  let  me  appear  before  the  committee. 

Mr.  Orton.  Thank  you. 

As  you  know,  the  budget  resolution  which  we  will  be  taking  to 
the  Floor  sets  forth  simply  the  ceilings  of  spending,  and  budget  rec- 
onciliation— and  I  am  confident  we  will  have  a  reconciliation  bill, 
in  fact  sets  forth  the  enforcement  package.  It  would  seem  to  me 
that  perhaps  the  most  appropriate  place  for  this  type  of  language 
would  in  fact  be  in  a  binding  enforcement  package,  although  as  you 
indicate,  an  early  statement  of  commitment  would  be  appropriate, 
and  I  certainly  would  not  object  to  including  in  the  report  language 
with  the  budget  resolution  our  desire  to  do  so.  We  will  raise  that 
request  in  our  caucus  in  an  attempt  to  get  that  language  in  the 
report. 

Mr.  Edwards.  Thank  you,  Mr.  Chairman. 

Mr.  Orton.  Thank  you,  Mr.  Edwards. 

Mr.  Sanders? 

STATEMENT  OF  HON.  BERNIE  SANDERS,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  VERMONT 

Mr.  Sanders.  Thank  you,  Mr.  Chairman.  With  your  permission  I 
would  like  to  at  a  later  time  submit  some  statements  for  the 
record. 

Mr.  Orton.  Without  objection. 

Mr.  Sanders.  Thank  you. 

I  think  in  order  to  solve  our  $4  trillion  national  debt  and  $300 
plus  billion  deficit,  it  is  important  to  understand  how  we  got  here 
before  we  can  rectify  the  problem. 

It  seems  to  me  that  there  are  a  number  of  activities  that  took 
place  in  the  1980's  which  brought  us  to  where  we  are  today,  and  if 
we  are  going  to  improve  the  situation  we  have  got  to  make  some 
radical  changes. 

Number  one,  I  think  it  is  imperative  that  if  we  are  going  to  deal 
with  the  deficit  we  must  take  a  look  at  military  spending.  As  you 
know,  during  the  last  decade  the  Pentagon's  budget  grew  50  per- 
cent after  inflation  over  the  levels  of  the  1970's. 

Now,  everybody  knows  that  we  are  all  delighted  that  the  Cold 
War  has  ended.  And  everybody  knows  that  military  spending 
should  be  cut.  The  debate  is,  how  much? 

I  think  that  given  the  fact  that  countries  like  Germany  are  now 
by  and  large  wealthier  countries  than  we,  many  countries  in  West- 
ern Europe  now  have  a  higher  standard  of  living  than  we  have, 
Japan  is  certainly  a  thriving  country,  it  doesn't  make  a  whole  lot 
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of  sense  to  my  mind  that  we  continue  to  spend  something  like  $135 
billion  a  year  to  defend  Germany,  Western  Europe,  and  Japan. 

I  think  we  should  make  very,  very  substantial  cuts  in  military 
spending,  understanding  that  the  major  problems  facing  us  in  the 
world  are  right  here  in  the  United  States  of  America.  And  I  think 
we  can  bring  about  substantial  deficit  reduction  in  that  way. 

I  would  suggest  that  we  cut  military  spending  by  50  percent  over 
the  next  4  or  5  years. 

The  second  area  that  I  think  we  have  got  to  look  at  deals  with 
the  situation  of  tax  policy  in  this  country.  Once  again,  it  is  no 
secret  that  over  the  last  dozen  years  the  very  wealthiest  people  in 
this  country  have  become  much  wealthier,  while  working  people 
and  middle-income  people  have  seen  a  decline  in  their  standard  of 
living. 

Nonetheless,  what  we  have  seen  is  that  the  personal  income  tax 
for  the  wealthiest  people  has  dropped  precipitously.  The  wealthy 
have  become  wealthier.  Their  tax  rates  have  gone  down. 

I  know  President  Clinton  has  begun  the  process  of  moving  in 
that  direction.  I  would  go  further.  I  think  if  we  talk  about  patriot- 
ism, if  we  talk  about  love  of  Nation,  the  very  wealthiest  people  who 
are  1  percent  of  the  population,  richest  1  percent,  have  enjoyed  the 
vast  fruit,  the  vast  amount  of  the  wealth  that  we  experienced  over 
the  1980's,  I  think  their  taxes  should  go  higher  than  the  President 
is  suggesting.  I  think  that  is  a  source  for  significant  new  amounts 
of  revenue  for  the  Federal  Government. 

The  third  issue  that  I  want  to  deal  with  that  has  not — and 
maybe  we  could  dialogue  a  little  bit  on  this,  Mr.  Chairman — that 
has  not  gotten  a  whole  lot  of  publicity,  to  the  best  of  my  knowl- 
edge, is  we  all  understand  that  one  of  the  tragedies  of  the  last  5  or 
6  years  has  been  the  S&L  fiasco.  As  you  know,  the  President  will 
be  coming  before  Congress  we  expect  within  the  next  couple  of 
months  for  what  is  believed  to  be  another  $50  billion,  hopefully  the 
final  $50  billion,  for  the  S&L  bailout. 

To  the  best  of  my  knowledge,  there  has  been  virtually  no  discus- 
sion about  the  fact  that  this  $50  billion  is  simply  going  to  be 
dumped  into  the  deficit.  So  here  we  have  everybody  in  the  country 
and  everybody  in  Congress  and  the  White  House  talking  about  defi- 
cit, deficit,  deficit,  and  in  a  couple  of  months  they  are  going  to 
come  in  and  say,  We  have  to  add  another  $50  billion  in  deficit  for 
the  bailout.  I  may  be  missing  something,  but  I  see  some  incongru- 
ity here,  some  inconsistency  here. 

I  know  you  are  on  the  Banking  Committee  and  we  have  dis- 
cussed this  issue.  Maybe  I  am  just  too  conservative  for  many  of  the 
other  Members  of  this  institution 

Mr.  Orton.  Mr.  Sanders,  I  don't  think  anyone  in  this  institution 
would  accuse  you  of  being  too  conservative. 

Mr.  Sanders.  Then  maybe  there  is  something  else  going  on  here 
I  can't  figure  out.  It  would  seem  to  to  me  if  we  are  talking  about 
deficit,  deficit,  deficit,  that  we  not  dump  another  $50  billion  into 
the  deficit  through  the  S&L  bailout. 

I  think  frankly  what  we  are  dealing  with  here  is,  everybody 
knows  the  S&L  bailout  is  not  Congress'  favorite  subject,  we  don  t 
want  to  deal  with  it,  no  one  likes  it,  but  I  do  think  we  should  devel- 
op a  pay-as-you-go  mechanism.  This  is  something  I  have  been  talk- 
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ing  about  for  the  last  couple  of  years.  What  that  means  is  that  you 
simply  don't  dump  it  into  the  deficit.  You  develop  a  mechanism  to 
pay  for  it,  within  1  year,  2  years,  3  years. 

There  are  a  variety  of  mechanisms  that  have  been  debated  and 
discussed.  People  have  different  ideas.  I  have  some  ideas.  Basically 
we  will  be  introducing  legislation  as  soon  as  Congress  reconvenes 
next  week,  which  in  fact  will  suggest  that  only  $5  billion  be 
dumped  into  the  deficit  on  a  temporary  basis,  that  the  President 
come  back  to  Congress  with  a  specific  proposal  as  to  how  we  can 
deal  with  the  S&L  bailout  on  a  progressive  basis.  I  think  if  we  do 
that  we  are  going  a  step  forward  in  terms  of  dealing  with  the  defi- 
cit crisis. 

The  other  area,  other  couple  of  big-dollar  areas  that  we  must  ad- 
dress if  we  are  concerned  with  the  deficit  is,  of  course,  health  care. 
The  President  has  been  quite  clear  and  correct  in  pointing  out  we 
are  not  going  to  get  a  handle  on  the  budget  unless  we  deal  with 
health  care. 

Now,  your  committee  is  not  dealing  with  health  care  per  se,  but 
nonetheless,  as  I  think  the  President  recognizes,  we  need  to  reform 
the  health  care  system  very,  very  substantially. 

My  own  view  is — and  I  say  this  not  simply  as  a  very  strong  advo- 
cate for  a  national  health  care  system — the  truth  of  the  matter  is, 
conservatives  who  are  concerned  about  the  deficit  should  be  the 
leaders  in  the  fight  for  a  single-payer  national  health  care  system, 
because  a  single-payer  concept  is  in  fact  the  only  way  we  can  get  a 
handle,  in  my  view,  on  the  exploding  costs  of  health  care. 

So  I  would  argue  that  at  a  time  when  we  are  spending  35  percent 
more  per  capita  on  health  care  than  any  other  country  on  earth, 
Canada  is  in  second  place,  and  we  have  so  many  people  uninsured, 
the  system  is  not  working.  If  you  don't  care  that  80  million  Ameri- 
cans either  have  no  insurance  or  are  under-insured,  if  all  you  care 
about  is  to  control  the  cost  of  health  care,  we  should  move  forward 
with  a  single-payer  national  health  care  system. 

The  last  two  issues  I  want  to  touch  on,  very  briefly,  are  some  of 
the  very  large  big-ticket  items  that  are  costing  us  a  whole  lot  of 
money.  I  think  I  am  not  against  these  projects  because  they  are 
bad  projects.  I  am  against  them  because  we  have  to  make  priorities 
in  terms  of  whether  we  feed  our  hungry  children,  provide  housing 
for  homeless  people,  whether  we  take  care  of  the  most  basic  needs 
of  our  society  or  whether  we  invest  in  projects  which  may  not  be 
the  highest  priority. 

I  would  suggest  that  we  have  to  face  up  to  the  fact  that  the  su- 
percollider, for  example,  may  not  be  the  highest  priority  in  this 
Nation  at  this  point  and  that  we  have  the  courage  to  say  that 
maybe  sometime  down  the  future,  it  may  or  may  not  be  a  good 
idea.  We  can't  fund  it  right  now.  And  I  think  we  have  got  to  kill 
that. 

I  think  the  space  station  is  another  example.  I  am  not  against 
space  research:  Many  of  us  are  in  favor  of  it.  But  is  it  the  highest 
priority  facing  this  Nation  right  now?  I  think  we  have  got  to  kill 
that. 

Then  I  have  got  to  tell  you  something  else  that  I  have  not  heard 
a  lot  of  discussion  about  when  we  talk  about  big-ticket  items.  As 
you  know,  the  newspapers  report  that  we  spend  about  $30  billion  a 
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year  on  intelligence.  CIA,  DIA,  all  of  our  intelligence-gathering  ca- 
pabilities. Well,  my  impression  is  that  the  Cold  War  was  over,  that 
Boris  Yeltsin  wants  to  get  into  NATO. 

I  do  not  suggest  for  a  moment  in  light  of  the  terrible  bombing 
that  took  place  in  New  York  City  last  week,  that  we  don't  have 
problems,  that  there  are  not  terrorists,  that  there  are  not  evil 
people  out  there.  But  I  think  the  question  does  arise  that  if  the 
newspapers  are  correct  and  we  spend  some  $30  billion  a  year  on 
intelligence,  somebody  may  say  that  now  that  the  Cold  War  is  over, 
maybe  we  should  cut  that  spending  in  half  or  to  some  significantly 
appropriate  number  which  would  free  up  large  amounts  of  money. 

So  those  are  the  areas  that  I  think  that  we  have  got  to  look  at. 
We  will  introduce  for  the  record  some  more  specifics. 

But  the  truth  is,  if  those  ideas  are  tackled,  I  think  you  are  talk- 
ing about  moving  this  country  toward  a  balanced  budget  in  5  years. 
And  you  know  what,  Mr.  Chairman,  most  importantly,  you  are  not 
doing  it  on  the  backs  of  working  people,  the  elderly  people,  and  the 
poor. 

You  and  I  could  sit  here  and  slash  this  budget  in  half  tomorrow, 
but  you  are  going  to  make  life  miserable  for  large  numbers  of 
people.  The  ideas  that  I  have  proposed,  they  are  not  painless,  but  I 
think  they  are  fair,  progressive,  they  recognize  that  over  the  last 
decade  the  wealthy  have  done  very,  very  well,  and  working  people 
and  poor  people  have  not.  They  attempt  to  move  us  toward  a  bal- 
anced budget  in  a  fair  and  sensible  manner. 

We  will  submit  more  for  the  record.  Thank  you  for  your  indul- 
gence. 

[The  prepared  statement  of  Hon.  Bernie  Sanders  follows:] 

Prepared  Statement  of  Hon.  Bernard  Sanders,  a  Representative  in  Congress 

from  the  State  of  Vermont 

Mr.  Chairman,  I  would  like  to  begin  by  thanking  you  for  this  opportunity  to  ad- 
dress the  Committee  on  this  important  issue.  As  you  well  know,  our  national  debt 
has  swelled  to  $4  trillion,  and  the  deficit  now  exceeds  $300  billion.  The  worst  part  of 
the  debt  crisis  from  my  point  of  view  is  that  after  borrowing  $4  trillion,  we  have 
very  little  to  show  for  it. 

Mr.  Chairman,  as  we  in  the  Congress  examine  various  ways  in  which  to  put  the 
Federal  Government's  fiscal  house  in  order,  I  believe  we  would  do  well  to  take  a 
hard  look  back  at  the  record  of  the  last  twelve  years. 

A  relatively  few  wealthy  Americans  did  well  during  the  1980s,  but  most  people 
did  not.  Working  people  and  poor  people  saw  their  standard  of  living  decline.  At  the 
same  time,  the  taxes  of  the  wealthy  went  down  in  1980s  while  middle-income  and 
working  people  saw  their  taxes  go  up. 

Also,  we  significantly  increased  the  military  budget.  The  Pentagon's  budget  has 
grown  50  percent  after  inflation  over  the  levels  of  the  1970s  and  we  continue  to  pro- 
vide '"defense"  for  a  number  of  allied  nations  whose  economies  are  in  many  ways 
stronger  than  our  own.  Billions  have  been  poured  into  exotic  weapons  systems 
whose  value  during  the  Cold  War  was  negligible,  but,  now  that  the  Cold  War  is 
over,  are  virtually  useless.  Included  in  this  group  of  programs  is  the  Strategic  De- 
fense Initiative  (SDI),  the  B-2  bomber,  and  the  Trident  submarine. 

In  addition,  the  Congress  and  the  President  have  continued  to  rely  on  deficit  fi- 
nancing to  pay  for  the  Savings  and  Loan  bailout.  Already,  $88  billion  in  principal 
alone  has  been  spent.  It  is  estimated  that  another  $40  or  $50  billion  will  be  needed 
to  finish  the  bailout.  The  overall  cost  is  estimated  to  reach  over  $500  billion  when 
interest  is  included.  However,  there  has  been  virtually  no  discussion  of  alternatives 
to  throwing  this  money  into  the  deficit. 

Finally,  I  would  like  to  touch  on  the  enormous  impact  that  rapidly  increasing 
health  care  costs  are  having  on  the  Federal  deficit  and  the  nation  as  a  whole.  While 
inflation  on  the  whole  was  fairly  low,  inflation  in  the  health  care  field  was  running 
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three  times  as  high,  causing  vast  increases  in  Federal  spending  on  Medicare,  Medic- 
aid and  veterans  health  programs.  We  spend  by  far  the  most  of  any  nation  on  earth 
for  heakh  care  and  despite  spending  40  percent  more  per  capita  than  Canada, 
which  is  number  two  in  per  capita  spending,  36  million  Americans  have  no  health 
care  coverage  and  some  50  million  more  have  inadequate  coverage.  If  current  trends 
continue,  nearly  one  third  of  the  Federal  budget  will  go  toward  health  care  by  the 
year  2002. 

Drastically  increased  military  spending,  revenue  losses  from  lowered  taxes  on  the 
rich,  the  unwillingness  of  the  Congress  and  the  President  to  deal  forthrightly  with 
the  S&L  debacle,  and  the  uncontrolled  inflation  in  health  care  costs  are  the  primary 
causes  of  the  deficit  crisis  we  now  face. 

We  have  been  spending  more  on  the  wrong  things,  taking  in  less  in  revenues,  and 
now  are  headed  for  fiscal  disaster.  It  should  be  noted  that  during  this  same  time 
period  spending  was  slashed  for  investments  in  housing,  education,  and  infrastruc- 
ture. 

So  what  is  the  solution?  The  way  to  restore  fiscal  sanity  to  the  Federal  budget  is 
to  undo  the  damage  of  the  past  15  years.  Let  me  give  you  an  overview  of  the  direc- 
tion I  think  we  must  move  in  if  we  are  to  develop  a  rational  fiscal  policy. 

First,  we  must  radically  reduce  military  spending.  I  believe  that  we  can  cut  mili- 
tary spending  by  50  percent  over  the  next  four  years — freeing  up  hundreds  of  bil- 
lions of  dollars  to  deal  with  the  deficit  crisis  and  major  domestic  concerns. 

Second,  we  must  implement  a  more  rational  strategy  to  deal  with  the  S&L  bail- 
out. This  is  by  far  the  largest  financial  ripoff  in  American  history.  Let  me  repeat, 
the  total  cost— including  interest  payments — could  run  as  high  as  half  a  trillion  dol- 
lars. 

Next  week,  I  will  introduce  legislation  which  would  provide  what  I  believe  is  a 
more  responsible  approach  to  this  problem.  This  legislation  requires  that  any  addi- 
tional payments  for  the  S&L  bailout  be  funded  on  a  progressive,  pay-as-you-go  basis 
so  that  those  who  benefitted  from  the  S&L  debacle,  and  who  are  best  able  to  pay, 
cover  the  costs.  I  have  included  a  copy  of  the  legislation  for  the  record. 

Third,  we  must  come  to  grips  with  our  chaotic  health  care  non-system  which  has 
caused  health  spending  to  become  the  fastest  growing  item  in  the  Federal  budget. 
Medicare  and  Medicaid  costs  are  skyrocketing.  Tens  of  billions  of  dollars  are  wasted 
on  administrative  expenses,  unnecessary  treatments,  and  procedures  which  could 
have  been  avoided  if  Americans  had  better  access  to  preventative  care. 

Arbitrary  spending  limits  and  fiscal  gimmicks  will  not  cure  our  ailing  health  care 
system.  Nor  do  I  not  believe  that  the  American  people  will  support  a  plan  which 
forces  them  into  cutrate  managed  care  health  plans,  which  limit  choice  of  provider, 
increase  the  level  of  bureaucracy,  and  create  a  vertically  integrated  health  care 
system  in  America  with  the  private  health  insurers  on  top. 

I  believe  the  only  way  to  reign  in  health  care  costs  and  meet  the  needs  of  our 
people  is  to  implement  a  single  payer  national  health  care  system.  Earlier  this 
week,  fifty-three  Members  of  the  House  joined  together  to  introduce  H.R.  1200,  the 
American  Health  Security  Act.  Mr.  Chairman,  this  bill,  if  enacted,  will  finally  guar- 
antee all  Americans  the  right  to  quality  health  care.  This  legislation  allows  all 
Americans  to  choose  their  own  doctor.  It  guarantees  long  term  care  to  the  elderly.  It 
gives  Americans  access  to  prescription  drugs  at  affordable  prices.  And  it  eliminates 
copayments  and  deductibles.  But  most  of  all,  Mr.  Chairman,  this  legislation  will  put 
an  end  to  the  anxiety  facing  millions  of  Americans  who  need  health  care  or  who 
may  need  it  in  the  future,  but  simply  cannot  afford  it. 

Finally,  we  must  ask  the  wealthy  in  our  society  to  begin  paying  their  fair  share  of 
taxes.  As  you  know,  the  wealthiest  1  percent  of  our  population  has  seen  nearly  a 
doubling  of  their  real  income  over  the  last  decade.  Yet  their  tax  rates  have  declined. 
I  believe  that  President  Clinton's  plan  to  raise  the  raise  the  top  marginal  tax  rate  is 
a  step  in  the  right  direction.  I  introduced  a  proposal  to  increase  the  top  marginal 
income  tax  rate  to  39  percent,  which  would  raise  billions  in  additional  revenues.  In 
addition,  I  advocate  imposing  fees  on  the  electronic  transfer  of  large  dollar  amounts 
on  a  temporary  basis.  These  fees,  which  mainly  affect  large  banks,  investment 
houses,  corporations,  and  foreign  enterprises,  would,  by  some  estimates,  generate  be- 
tween $40  and  $80  billion  annually  and  could  be  used  to  pay  for  the  S&L  crisis  or  to 
recapitalize  the  government  funds  guaranteeing  deposits  in  insured  financial  insti- 
tutions. 

Mr.  Chairman,  I  thank  you  again  for  this  opportunity  to  address  this  committee. 
There  is  no  doubt  that  the  deficit  crisis  is  serious  and  needs  to  be  dealt  with.  But, 
we  must  ensure  that  it  is  done  in  a  fair  manner,  not  on  the  backs  of  middle-income 
people,  working  people,  the  elderly  or  the  poor. 
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[DISCUSSION  DRAFT] 

February  24,  1993 


103d  CONGRESS 
1st  Session 


H.R. 


IN  THE  HOUSE  OF  REPRESENTATIVES 


Mr.  Sanders  introduced  the  following  bill;  which  was  referred  to  the 
Committee  on 


A  BILL 

To  provide  funding  for  the  Resolution  Trust  Corporation 
to  meet  immediate  needs  and  to  authorize  additional 
funding  for  the  Corporation  subject  to  a  requirement 
that  the  President  submit  a  plan  for  fully  paying  for 
such  funding,  including  interest  costs,  over  the  next  5 
years,  and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  oftlie  United  States  of  America  in  Congress  assembled, 

3  SECTION  1.  SHORT  TITLE. 

4  This  Act  mav  be  cited  as  the  "Resolution"  Trust  Cor- 

5  poration  Fair  Funding  Act  of  1 9  9  3  " . 
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1  SEC.    2.   APPROPRIATION   OF   FUNDING   FOR   IMMEDIATE 

2  NEEDS. 

3  Section  21A(i)  of  the  Federal  Home  Loan  Bank  Act 

4  (12  U.S.C.  1441a(i))  is  amended  by  adding  at  the  end 

5  the  following  new  paragraph: 

6  "(4)   Additional   funding. — In   addition  to 

7  amounts  provided  under  paragraphs  (2)  and  (3),  the 

8  Secretary  of  the  Treasury  shall  provide  to  the  Cor- 

9  poration,  out  of  any  money  in  the  Treasury  not  oth- 

10  erwise  appropriated,  the  sum  of  $5,000,000,000  to 

11  carry  out  the  purposes  of  this  section.". 

12  SEC.  3.  AUTHORIZATION  OF  APPROPRIATION  UPON  SUB- 

13  MISSION     AND     APPROVAL     OF     PLAN     FOR 

14  FULLY  PAYING  FOR  SPENDING  OVER  5- YEAR 

15  PERIOD. 

16  Section  21A(i)  of  the  Federal  Home  Loan  Bank  Act 

17  (12  U.S.C.  1441a(i))  is  amended  by  inserting  after  para- 

18  graph  (4)  (as  added  by  section  2  of  this  Act)  the  following 

19  new  paragraph: 

20  "(5)  Virtual  pay-as-you-go  funding  on  an 

21  equitable  basis. — 

22  "(A)    Conditional    authorization    of 

23  appropriation. — Subject  to  subparagraph  (B) 

24  and    in    addition    to    amounts    provided    under 

25  paragraphs  (2),   (3),  and  (4),  there  is  author- 

26  ized  to  be  appropriated  to  the  Corporation  for 
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1  fiscal   years    1993    and    1994   not   more   than 

2  $37,000,000,000  to  cany  out  the  purposes  of 

3  this  section. 

4  "(B)  Condition. — No  amount  is  author- 

5  ized   to   be    appropriated   to    the    Corporation 

6  under  subparagraph  (A)  until — 

7  "(i)  the  President  submits  to  the  Con- 

8  gress  a  plan  which  ensures  that — 

9  "(I)  an  amount  equal  to  the  sum 

10  of  the  amount  appropriated  by  para- 

11  graph  (4),  the  amount  of  any  appro- 

12  priation    pursuant    to    subparagraph 

13  (A),  and  the  interest  costs  and  other 

14  costs  incurred  by  the  Secretary  of  the 

15  Treasury  which  are  attributable  to  fi- 

16  nancing  any  such  amount  (as  deter- 

17  mined  on  the  basis  of  the  average  cost 

18  to    the    Government    for    borrowing 

19  funds  for  an  equivalent  period)  is  re- 

20  paid  to  the  Government  by  the  end  of 

21  fiscal  year  1998;  and 

22  "(II)  the  money  for  repaying  the 

23  appropriations  and  other  costs  in  ac- 

24  cordance  with  subclause  (I)  will  be  ob- 

25  tained  in  a  manner  such  that  the  li- 
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1  abilities  of  all  persons  for  the  payment 

2  of  amounts  which  will  be  used  directly 

3  or  indirectly  for  such  purpose  are  dis- 

4  tributed  among  such  persons   in  ac- 

5  cordance  with  the  ability  of  each  per- 

6  son  to  pay;  and 

7  "(ii)  the  Congress  approves  such  plan 

8  in  legislation. 

9  "(C)   Options  to  be   considered. — In 

10  addition  to  any  other  option  for  funding  an  ap- 

11  propriation  under  subparagraph  (A)  which  the 

12  President  considers  to  be  appropriate  and  which 

13  meets  the  requirement  of  subparagraph  (B),  the 

14  President  shall  consider — 

15  "(i)  a  fee  based  on  the  value  of  trans- 

16  fers  made   through  large-dollar   electronic 

17  fund  transfers  in  the  United  States; 

18  "(ii)  a  stock  transfer  fee; 

19  "(hi)  a  tax  on  accumulated  wealth; 

20  "(iv)  an  antispeculation  tax  on  capital 

21  gains  from  assets  held  for  very  short  peri- 

22  ods  of  time;  and 

23  "(v)   an  alternative  ininimum  tax  on 

24  corporations   which   import   products    into 
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1  the     United     States     at     artificially  hi^\ 
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Mr.  Orton.  Thank  you. 

You  have  raised  many  issues  which  are  truly  problematic  for  our 
country.  The  spending  on  the  S&L  has  increased  the  deficit  dra- 
matically over  the  last  few  years.  As  you  point  out  quite  appropri- 
ately, it  is  not  over  yet. 

Clearly  other  areas  which  you  have  identified  as  big-ticket  items 
are  areas  of  spending  with  which  this  body  has  been  struggling 
over  the  last  year,  and  we  clearly  will  face  those  decisions  again. 
This  committee  has  also  been  struggling  with  those  issues,  and  we 
very  much  appreciate  your  input  on  it. 

So  thank  you  very  much. 

Mr.  Sanders.  Thank  you  very  much. 

Mr.  Orton.  Mr.  Sharp? 

STATEMENT  OF  HON.  PHIL  SHARP,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  INDIANA 

Mr.  Sharp.  Thank  you,  Mr.  Chairman.  I  appreciate  the  opportu- 
nity to  testify.  And  I  will  place  the  full  text  of  my  testimony  with 
you  in  the  record  and  then  try  to  summarize  quickly. 

As  you  well  know,  what  we  have  got  to  do  here  is  focus  on  the 
forest  and  not  just  on  the  trees  that  each  lobbyist  wants  us  to  keep 
our  attention  focused  to.  I  think  it  is  critically  important  that  we 
first,  pass  a  major  package  with  new  investment  to  create  jobs  for 
long-term  growth  in  this  country;  and  second,  unquestionably 
reduce  the  deficit  in  this  country.  I  strongly  support  the  effort  to 
cut  expenditures  as  a  major  part  of  that  deficit  reduction  package. 

Indeed,  one  of  the  things  that  I  want  to  do,  is  simply  to  say  that  I 
think  we  have  got  to  stop  the  political  game  of  saying  only  in  some- 
body else's  budget  is  where  to  find  cuts.  So  I  have  in  my  testimony 
suggestions  on  several  ways  in  the  energy  budget  that  we  ought  to 
be  able  to  save  several  hundreds  of  millions  of  dollars  without  even 
resorting  to  things  like  the  Supercollider,  which  I  personally  have 
opposed  in  the  past.  For  example,  I  accept  the  administration's 
need  to  cut  the  Strategic  Petroleum  Reserve,  even  though  in  the 
past  I  have  fought  hard  and  believe  it  is  in  our  long  term  interests 
to  have  a  strong  reserve.  But  it  is  not  nearly  as  important  as  cut- 
ting the  deficit. 

Also,  I  support  a  cut  in  the  nuclear  reactor  program  as  they  are 
suggesting.  In  addition,  even  though  my  part  of  the  country  and 
my  State  benefit  enormously  from  the  clean  coal  technology  pro- 
gram, I  think  we  have  to  recognize  that  in  the  name  of  genuine 
deficit  reduction  we  ought  to  be  willing  in  my  part  of  the  country 
to  accept  some  diminution  in  that  program. 

But  I  am  really  here,  perhaps  strangely  so,  to  speak  to  the  Btu 
tax,  because  I  believe  that  given  the  package,  given  the  needs  of 
the  country,  given  the  requirement  that  we  must  reduce  the  deficit, 
I  think  this  is  a  reasonable  approach  for  us  to  take.  It  does  give  us 
benefits  from  an  environmental  point  of  view  over  the  long  term.  It 
gives  us  benefits  from  conservation  over  the  long  term,  reducing 
imports,  and  obviously  significantly  as  a  major  chunk  of  deficit  re- 
duction. 
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Actually,  I  overstate.  It  is  about  15  percent,  as  I  understand,  of 
the  total  package.  And  because  it  is  a  Btu  tax  it  is  broadly  based, 
and  I  think  therefore  reasonably  fairly  applied. 

Let  me  just  suggest,  however,  some  things  that  I  think  it  is  im- 
portant to  put  in  perspective,  because  we  are  being  besieged  by  all 
kinds  of  individuals  who  would  make  us  think  that  this  is  the  end 
of  the  world,  this  modest  tax  that  has  been  recommended  by  the 
administration. 

For  example,  it  is  less  than  one-twentieth,  in  other  words  20 
times  less  than  the  energy  price  increases  consumers  faced  in  the 
1970's  and  1980's  from  oil  embargoes,  from  nuclear  plant  cost  over- 
runs, from  oil  and  gas  decontrol  legislation.  Indeed,  our  consumers 
and  our  economy — with  trouble — did  adjust  to  those  gigantic  in- 
creases that  were  over  20  times  as  great  as  what  we  are  doing  here, 
and  today  the  oil  and  gas  and  energy  markets  are  far  more  flexible 
than  they  were  in  those  days  and  will  much  more  easily  accommo- 
date to  this  change. 

Secondly,  let  me  suggest  that  real  energy  prices  in  this  country 
are  indeed  at  historic  low  levels.  Consumers  are  not  likely  to  sense 
that  and  feel  that,  but  if  you  look  at  the  historical  perspective  we 
are  in  a  remarkably  positive  situation. 

For  example,  real  natural  gas  prices  are  only  half  what  they 
were  in  1984.  Crude  oil  prices  are  lower  than  they  were  in  1974  and 
gasoline  is  barely  half  of  what  it  was  in  1981. 

Electricity  prices  are  lower  than  they  were  in  1960  in  this  coun- 
try, and  coal  is  cheaper  than  when  Harry  Truman  was  President  of 
the  United  States. 

Now,  none  of  us  want  and  wish  for  higher  prices  and  higher 
taxes,  but  we  have  to  be  honest  when  we  criticize,  and  I  think  some 
people  are  not  being  honest  about  this. 

Let  me  turn  to  one  issue  that  I  think  does  concern  many  of  us, 
and  that  is  the  question  of  competitiveness,  international  competi- 
tiveness of  our  products  that  we  sell  abroad.  Here  I  think  it  is  very 
important  to  understand,  this  is  extremely  modest,  a  very  modest 
impact  on  our  international  position.  It  clearly  improves  our  inter- 
national position  from  an  oil  import  perspective,  but  the  criticism 
comes  about,  what  about  our  exports  of  industrial  and  other  prod- 
ucts such  as  agriculture? 

Let  me  suggest  first  of  all,  our  competitors  face  much  higher 
prices  than  we  do  in  this  country  when  they  manufacture  and  proc- 
ess their  goods.  Steam  coal,  household  and  industrial  electricity, 
natural  gas,  fuel  oil,  all  range  from  50  percent  to  four  and  five 
times  or  400  and  500  percent  higher  costs  in  Japan  and  Germany 
than  they  are  here  in  this  country. 

This  small  tax  that  is  being  proposed  by  the  administration  will 
barely  change  the  enormous  advantage  we  generally  have  in  this 
country  from  an  energy  price  standpoint. 

Statistically  it  has  been  indicated  that  energy  today  constitutes 
about  3.3  percent  of  the  value  of  our  exports,  and  when  this  tax 
has  been  fully  phased  in,  that  would  only  rise  to  3.4  percent  of  the 
value  of  our  exports. 

Now,  admittedly  there  are  some  select  industries  in  which  this 
does  become  a  much  more  significant  equation. 
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Let  me  suggest  what  it  means  to  us  at  the  retail  level  as  well.  It 
is  on  the  average  about  a  5  percent  increase  in  the  potential  retail 
cost  of  fuels  in  this  country  when  finally  phased  in.  And  even  that, 
while  not  everybody  wishes  to  have  that,  nonetheless  is  smaller 
than  what  we  see  in  almost  any  given  year  in  the  fluctuation  of 
prices  we  pay  at  the  gasoline  pump  or  for  natural  gas  or  for  other 
fuels  to  heat  our  homes.  Indeed,  we  are  very  much  in  the  habit  of 
seeing  these  fluctuations. 

The  differential  across  interstate  lines  is  far  less  significant 
under  this  proposal  than  we  are  accustomed  to  dealing  with  regu- 
larly in  our  economy.  And  so  by  and  large  this  is  not  going  to  be 
the  kind  of  wrecking  ball,  very  clearly,  that  some  lobbyists  suggest. 

Many  of  the  people  who  are  in  fact  opposed  to  this,  the  trade 
groups,  the  lobbyists  here  in  Washington — one  in  particular  I 
would  relish  to  name  but  won't — they  are  claiming  that  they  are 
doing  so  on  behalf  of  the  average  American  and  the  consumer.  Yet, 
their  historic  positions  in  Washington,  DC  and  lobbying  the  U.S. 
Government  have  been  for  positions  that  readily  would  have  cost 
consumers,  and  over  the  years  have  cost  consumers  dramatically 
more. 

They  wanted  to  be  sure  that  for  failed  power  plants,  that  those 
costs  were  passed  on  to  consumers;  that  overpriced  natural  gas  con- 
tracts were  held  firm  so  that  the  consumer  would  pay.  That  they 
have  even  advocated  for  tax  changes  to  get  $35  per  barrel  oil, 
where  we  are  somewhere  in  the  $18  range  at  this  point. 

So  their  claims  of  concern  for  consumers  one  must  ask  questions 
about — not  that  we  shouldn't  care  about  the  consumer,  we  should; 
but  we  have  to  be  careful  about  who  is  claiming  that  they  truly 
speak  for  the  average  person  in  this  country. 

Another  element  to  watch  out  for  in  the  arguments  about  the 
tax,  from  those  using  "the  sky  is  falling"  rhetoric,  is  the  way  they 
count  this  tax  up.  We  have  one  lobby  group  telling  us  that,  my 
goodness,  this  will  hit  the  oil  producer  and  we  will  lose  oil  produc- 
tion folks  in  the  field.  And  clearly  in  the  past  in  recent  years  we 
have  lost  a  lot  of  oil  production  folks.  But,  this  tax  will  certainly 
not  change  that  equation. 

But  let  me  suggest  how  that  argument  goes.  We  also  have  the 
refiners  come  in  and  say,  my  goodness,  you  are  going  to  cause  us  to 
close  down  refineries  and  we  will  lose  jobs  there.  Then  we  have  the 
third  step  of  the  process  at  the  farm  community,  and  they  say — 
and  I  have  a  great  deal  of  sympathy  for  our  farming  community — 
my  goodness,  we  will  have  to  absorb  the  whole  cost.  Then  we  have 
the  consumer  who  some  advocates  are  claiming,  though  I  might  say 
not  consumer  groups  in  this  country,  that  they  will  be  hit  terribly 
hard. 

The  reality  is,  all  can't  be  hit  from  the  same  stream.  The  tax  can 
only  be  applied  once.  They  can't  all  be  right,  by  any  stretch  of  the 
imagination.  Indeed,  I  think  all  overstate  the  case.  But  when  you 
add  it  up,  they  are  not  even  in  the  same  ball  game  as  this  tax. 

Let  me  suggest  to  you  what  we  clearly  want  to  do.  I  have  got  for 
the  record,  one  refutation  of  just  one  of  those  kinds  of  quick  and 
dirty  analyses  that  are  being  floated  around  Washington,  DC  about 
this  tax.  Let  me  suggest  that  for  one,  we  need  a  little  more  pa- 
tience about  the  tax.  The  administration  at  this  point  has  only  laid 
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out  its  general  principles  on  the  tax.  They  are  indeed  discussing 
with  many  in  the  private  sector  and  many  in  the  public  sector,  all 
kinds  of  details  about  the  point  of  application,  just  what  the  defini- 
tions are  for  exemptions  such  as  feedstocks  and  how  to  classify  pro- 
pane. These  are  important  questions  yet  to  be  deceided  by  the  ad- 
ministration before  they  submit  the  budget  to  Congress.  They  hope 
to  do  that  in  the  next  week  or  so. 

We  in  Congress  will  be  looking  at  it — my  subcommittee  won't — 
in  terms  of  equity  and  whatnot  to  try  to  make  it  as  fair  as  we  pos- 
sibly can. 

Mr.  Chairman,  let  me  just  suggest  that  this  is  a  reasonable  prop- 
osition as  long  as  we  do  our  job  of  cutting  expenditures,  bringing 
down  the  deficit  and  reorienting  some  of  the  expenditures  toward 
investment. 

To  that  scenario,  I  believe  we  ought  to  be  willing  to  accept  what 
is  not  going  to  be  a  competitive  disadvantage  to  us,  which  is  going 
to  be  roughly  fair  across  the  board,  and  we  have  to  understand 
there  is  no  policy  we  can  adopt  on  taxation  or  anything  else  that  is 
uniform  and  identical  for  every  citizen  and  every  group  in  this 
country. 

And  one  has  to  be  wary  of  those  who  argue  that  it  is  not  perfect 
justice;  therefore  don't  do  it.  That  argument  may  prevent  us  from 
taking  the  action  we  must  do  to  protect  the  economy  and  the  in- 
comes of  the  American  people  for  the  next  several  decades. 

[The  prepared  statement  of  Hon.  Philip  R.  Sharp  follows:] 

Prepared  Statement  of  Hon.  Philip  R.  Sharp,  a  Representative  in  Congress 

from  the  State  of  Indiana 

Mr.  Chairman  and  Members  of  the  Committee,  I  am  here  this  morning  to  urge 
you  not  to  lose  sight  of  the  forest  as  all  the  interest  groups  in  Washington  ask  you 
to  focus  on  their  own  particular  trees. 

What  we  are  about  is  deficit  reduction  and  economic  growth.  President  Clinton 
has  proposed  an  economic  package  that  will  strengthen  our  economic  recovery  in 
the  short  term,  promote  growth  in  the  long  term,  and  will  reduce  the  deficit  by  1997 
by  $122  to  $140  billion.  Through  the  stimulus  package  and  the  deficit  reduction,  it 
will  create  about  8  million  badly  needed  jobs  through  1997. 

Part  of  this  package  involves  significant  spending  cuts,  and  it  should.  Each  one  of 
us  would  do  it  differently.  But  let's  give  credit  where  credit  is  due.  President  Clinton 
has  proposed  a  credible  package.  I  believe  we  should  cut  more,  and  I  will  vote  to  do 
so.  But  we  will  not  do  it  by  proposing  cuts  only  in  someone  else's  programs  or  some- 
one else's  districts. 

I  think  it  is  critically  important  that  there  be  increases  in  parts  of  the  energy 
budget  to  allow  for  implementation  of  the  Energy  Policy  Act  we  passed  last  year, 
particularly  the  provisions  promoting  greater  deployment  of  energy  efficiency  and 
renewable  energy.  But,  those  increases  should  be  offset.  For  example,  I  am  willing 
to  support  the  President's  proposed  cut  of  one-third  in  funding  for  the  Strategic  Pe- 
troleum Reserve,  a  program  I  have  fought  to  increase.  I  support  the  cut  in  the  ad- 
vanced civilian  nuclear  reactor  programs  that  the  President  has  proposed,  and  I  be- 
lieve we  can  save  an  additional  $100  million  over  5  years  by  cutting  the  first-of-a- 
kind  engineering  program  for  nuclear  reactors.  I  am  also  willing  to  suggest  that  we 
consider  substantial  cuts  in  the  Clean  Coal  Technology  Program,  one  that  I  have 
supported  and  that  benefits  my  state  and  region.  These  are  important,  valuable  pro- 
grams, but  reducing  the  deficit  is  more  important. 

I  also  urge  that  the  Committee,  in  its  desire  to  support  the  conversion  of  the  DOE 
national  labs  to  non-defense  functions,  not  fall  into  the  Reagan  Administration's 
limited  focus  on  long  term  research.  Deployment  of  efficiency  and  renewables  tech- 
nology is  important,  and  the  labs  should  be  a  part,  but  not  the  only  part,  of  that 
effort. 

Let  me  turn  now  to  the  Btu  tax,  which  seems  to  have  attracted  the  lion's  share  of 
the  attention  so  far.  As  various  groups  get  out  their  calipers  to  try  to  measure  with 
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precision  whether  they  will  pay  a  fraction  more  than  some  other  group,  it  is  worth 
stepping  back  for  a  little  perspective. 

The  Btu  tax  is  expected  to  take  in  about  $22  billion  net  when  fully  phased  in,  in 
1997.  That  will  be  just  a  little  over  2  percent  of  the  total  revenues  CBO  estimates 
the  government  will  collect.  Even  if  there  is  a  small  regional  or  sectoral  disparity  in 
the  energy  tax,  it  is  a  small  percentage  of  a  small  percentage. 

Another  way  of  keeping  the  Btu  tax  in  perspective  is  that  it  is  less  than  one  twen- 
tieth as  big  as  the  energy  price  increases  consumers  faced  in  the  1970's  and  1980's 
from  oil  embargoes,  nuclear  plant  cost  overruns,  and  oil  and  gas  decontrol  legisla- 
tion. Our  consumers  and  economy  successfully  adjusted  to  those  huge  increases,  de- 
spite inefficient  energy  industries  that  were  hobbled  by  price  controls  and  ignorant 
of  conservation  options.  Today's  far  more  flexible  oil,  gas,  and  electricity  markets 
will  certainly  be  able  to  adjust  easily  to  this  smaller  increase. 

Real  energy  prices  now  are  at  historic  low  levels,  one  indication  of  our  successful 
adjustment  to  those  past  price  shocks.  For  example,  today's  real  natural  gas  prices 
are,  at  the  wellhead,  only  half  what  they  were  in  1984.  Crude  oil  prices  are  lower 
than  in  1974,  and  gasoline  is  barely  half  what  it  was  in  1981.  Electricity  prices  are 
lower  than  in  1960.  Coal  is  cheaper  than  when  Harry  Truman  was  President  in 
1949. 

Those  who  raise  concerns  about  our  competitiveness  should  note  that  U.S.  energy 
prices  are  well  under  the  prices  paid  by  our  toughest  foreign  competitors  in  Germa- 
ny and  Japan.  Steam  coal  for  industry,  household  and  industrial  electricity  and  nat- 
ural gas,  and  fuel  oil  all  range  from  at  least  50  percent  higher  abroad,  to  four  and 
even  five  times  costlier — often  because  of  stiff  energy  taxes.  The  small  proposed  tax 
barely  changes  our  current  huge  energy  cost  advantage.  To  look  at  it  another  way, 
energy  is  only  3.3  percent  of  the  value  of  our  exports.  Fully  phased  in,  this  proposed 
tax  will  raise  that  to  only  3.4  percent.  Some  industries  will  be  above  this  average 
rise,  of  course,  but  in  general  we  keep  a  big  competitive  advantage,  due  to  our  low 
energy  prices  and  taxes. 

As  a  retail  price  increase  of  roughly  5  percent,  the  proposed  tax  is  also  less  than 
normal  seasonal  or  market  fluctuations  we  commonly  experience  in  oil  and  gas 
prices,  and  also  smaller  than  regional  variations  in  natural  gas,  coal,  and  electricity 
prices.  These  pricing  ups  and  downs  and  interstate  differences  don't  kill  us.  Mostly, 
we  ignore  them.  Why  is  a  smaller  tax  a  bigger  deal? 

Many  of  the  energy  companies  and  trade  groups  who  are  most  vocal  in  their  oppo- 
sition to  this  tax  were  enthusiastic,  optimistic  supporters  of  energy  decontrol  in  past 
energy  price  wars.  They  often  backed  big  cost  recoveries  from  residential  and  indus- 
trial consumers  for  failed  powerplants,  overpriced  natural  gas,  and  $35  per  barrel 
oil.  Their  alleged  concern  for  those  same  consumers  rings  a  little  hollow  now. 

The  electric  power,  natural  gas,  coal,  and  oil  industries  are  not  generally  worried 
about  consumers  getting  hit  with  higher  prices:  Indeed,  some  of  them  spend  much  of 
their  time  trying  to  do  just  that — witness  oilmen's  support  for  an  import  fee,  which 
would  be  much  more  harmful  to  consumers  and  much  more  regionally  inequitable 
than  the  Btu  tax.  If  higher  prices  are  not  economic  killers  in  these  cases,  why  is  this 
smaller  energy  tax  a  show  stopper? 

"The  sky  is  falling"  rhetoric  of  many  opponents  of  the  tax  is  distorted  and  wrong 
in  many  ways.  For  example,  some  claim  that  the  oil  tax  hits  the  oil  producer  (caus- 
ing job  losses  and  higher  imports);  some  claim  that  it  hits  the  refinery  (causing  a 
closing  and  more  job  losses);  some  claim  that  it  will  be  paid  by  the  farmer  (hurting 
farm  income  and  agricultural  exports);  and  some  claim  it  will  all  be  passed  through 
to  the  consumer  (who  pays  more  for  food,  more  for  fuel.) 

But  the  tax  can't  in  fact  be  fully  absorbed  by  each  of  the  four  levels  of  production, 
distribution,  and  consumption.  Those  who  credit  all  these  arguments  are  double  or 
triple  or  quadruple  counting.  If  every  segment  is  hollering  that  this  is  so,  then  the 
tax  is  probably  going  to  be  partly  absorbed  at  each  level  and  partly  passed  on.  A 
fair  spreading  of  the  deficit  reduction  burden,  not  a  gross  injustice,  is  the  result. 

One  particularly  egregious  example  of  this  type  of  pseudoanalysis  was  recently 
circulated  by  the  Senate  Republican  Policy  Committee.  It  recites  a  long  list  of  al- 
leged damage  to  many  businesses  (oil  companies,  aluminum  plants,  steel,  trucking, 
etc.)  and  pegs  the  average  family  cost  at  $430  per  year.  That's  over  four  times  great- 
er than  a  citizens  consumer  group  estimate  of  only  $100  per  year. 

This  so-called  analysis  also  described  as  trivial  a  reduction  in  oil  imports  of 
350,000  barrels  per  day  by  2000,  despite  the  fact  that  this  will  improve  our  energy 
security  and  keep  about  $18  billion  a  year  from  going  overseas  for  imported  oil. 

We  all  are  sensitive  to  claims  of  unfairness:  That  the  tax  hits  one  region,  indus- 
try, or  type  of  consumer  more  than  it  hits  others.  And  the  White  House,  Treasury 
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Department,  and  Department  of  Energy  are  working  with  groups  who  offer  con- 
structive criticisms  to  try  to  work  out  legitimate  problems. 

But  it  is  impossible  to  have  the  same  effect  on  everyone.  With  the  same  percent- 
age increase  on  two  different  groups,  the  absolute  dollar  increase  will  be  different. 
Conversely,  the  same  dollar  impact  will  mean  a  different  percentage  rise.  The  same 
impact  on  two  adjoining  regions  will  entail  different  hits  on  urban  and  rural  subsets 
within  them,  or  on  different  industries  within  them.  Equality  at  the  wholesale  level 
will  never  translate  into  retail  price  equality.  And  efficiency  in  collection  may  some- 
times be  inconsistent  with  equity. 

So  don't  let  the  hopeless  quest  for  perfect  justice  halt  long  overdue  progress  on 
the  deficit,  which  is  what  this  energy  tax  and  the  entire  economic  package  are  all 
about. 

Sixty-two  percent  of  the  American  people  voted  for  change.  Let's  not  forget  them 
as  we  hear  all  these  groups  pleading  for  the  status  quo. 

Mr.  Orton.  Thank  you,  Mr.  Sharp. 

You  make  a  very  cogent  argument  about  the  general  equities 
and  benefits  of  such  a  broad-based  tax.  As  I  understand  the  concept 
of  the  tax,  taxing  Btus,  there  is  some  variance  multiplier  effect  for 
oil,  and  a  specific  determination  of  Btus  on  coal. 

I  have  a  number  of  questions,  that  I  don't  know  if  you  have  given 
any  thought  to  the  impact.  Really  I  have  two  specific  questions,  one 
in  the  area  of  coal. 

Have  you  looked  at  the  impact  of  actually  determining  the  Btus 
and  taxing  the  coal  on  the  actual  Btu  value  as  opposed  to  an  aver- 
age per  ton,  which  we  are  applying  the  Btu  tax  on  all  other  kinds 
of  energy?  Can  you  comment  on 

Mr.  Sharp.  We  are  trying  to  get  more  information  from  those  ad- 
vocating an  alternative  way  to  do  that,  but  the  average  was  select- 
ed, as  I  understand  it,  because  coals  vary,  not  dramatically,  but 
they  clearly  vary  across  the  board. 

So  for  administrative  purposes  you  may  be  constantly  recalculat- 
ing Btu  content.  You  have  a  whole  variety  of  coals,  as  you  know, 
and  our  power  plants  are  pretty  narrowly  confined  to  accept  vari- 
ous kinds  of  coals.  So  it  certainly  makes  it  a  more  complex  admin- 
istration if  you  don't  average  the  taxes. 

I  think  the  administration  is  open  to  recommendations  by  knowl- 
edgeable people  as  to  how  that  might  be  done  as  long  as  it  is  not 
being  presented  as  a  dodge  and  a  way  just  to  subvert  tax  collection. 

Mr.  Orton.  That  kind  of  leads  into  the  other  question.  Part  of 
the  purpose,  which  you  noted,  for  having  an  energy  tax  was  to 
obtain  a  benefit  beyond  generating  revenues,  that  benefit  being, 
one,  conservation;  and  two,  a  benefit  to  the  environment.  First, 
through  using  less  energy,  but  second,  I  would  assume  there  could 
be  a  benefit  derived  by  using  cleaner  forms  of  energy  and  more  ef- 
ficient forms  of  energy. 

A  straight  Btu  tax,  as  has  been  proposed,  it  seems  to  me  achieves 
the  revenue  aspect  and  may  have  some  impact  on  conservation. 
Any  time  you  make  something  more  expensive  people  will  want  to 
use  less  of  it.  But  I  don't  see  something  built  in  which  would  create 
an  incentive  for  a  clean,  high  Btu  form  of  energy. 

In  fact,  it  seems  to  me  that  just  the  opposite  might  occur.  If  we 
are  not  identifying  some  means  of  incentivization,  some  lower  tax 
on  cleaner,  more  efficient  forms  of  energy  than  we  have  on  the 
dirtier,  less  efficient  forms  of  energy,  we  may  be  missing  an  oppor- 
tunity to  actually  achieve  environmental  benefits.  Have  you  given 
any  thought  to  that? 
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Mr.  Sharp.  Certainly  the  administration,  we  are  told,  has  spent  a 
lot  of  time  over  that  proposition,  and  to  some  degree  it  clearly  is 
reflected.  You  are  correct  that  if  your  primary  goal  were  to  support 
cleaner  fuels,  then  you  might  adjust  the  differentials  differently 
and  the  exemptions  slightly  differently. 

But  if  you  look  at  it  as  a  whole,  what  they  have  done,  clearly  oil, 
which  represents  our  most  difficult  international  fuel,  and  one  of 
the  dirtier  fuels,  will  have  the  highest  differential.  So  in  theory  it 
will  be  discouraged  in  use  over  time  more  than  other  of  the  fuels 
because  it  has  the  differential. 

And  what  that  really  means  is  natural  gas  is  a  more  favored  fuel 
under  this,  and  virtually  everybody  believes  that  is  one  of  our 
cleanest  fuels,  although  not  the  cleanest  fuel.  And  they  do  in  fact 
exempt  from  the  Btu  tax  solar,  wind,  geothermal,  and  biomass  for 
purposes  of  electric  generation.  We  don't  use  a  lot  of  that  yet,  but 
that  is  one  more  piece  among  others  that  we  have  designed  to  try 
to  accelerate  the  progress  on  those  cleaner  alternative  fuels. 

The  one  place  where  perhaps  it  is  not  as  logically  clear  on  that 
proposition  has  to  do  with  hydroelectric  power.  But  there  is  a  le- 
gitimate concern  the  administration  has  articulated  which  is,  if 
that  were  exempt,  you  would  end  up  giving  another  big  advantage 
where  there  already  is  one  in  our  society  to  hydropower,  and  it 
would  have  a  regional  impact. 

Mr.  Orton.  It  certainly  is  very  clean. 

Mr.  Sharp.  There  is  no  question  about  that,  as  long  as  you  are 
not  doing  damage  to  the  environment,  but  by  and  large  whatever 
damage  has  been  done  has  been  done  in  the  past  in  terms  of  where 
the  dams  have  been  built.  All  of  which  were  at  one  time  heavily 
subsidized  to  begin  with  by  the  national  taxpayers,  since  virtually 
all  those  dams  were  government  funded.  As  you  know,  on  the  Inte- 
rior Committee  we  have  a  continuing  argument  over  whether  the 
subsidies  are  still  running  strongly  or  not  on  those  historic  sites. 

So  I  think  there  is  no  question  this  tax  does  help  us  toward  the 
goals  of  cleaner  fuels  and  more  efficient  use  of  energy,  if  those 
were  your  only  goals,  of  course,  you  would  jack  the  tax  up  much 
higher,  which  most  of  us  could  not  tolerate,  to  achieve  that.  So 
there  is  a  certain  balance  question  here. 

Mr.  Orton.  Well,  thank  you  very  much.  We  do  appreciate  your 
testimony. 

The  Honorable  George  Brown  was  scheduled  to  appear  this 
morning  but  could  not  attend.  Without  objection,  the  statement  by 
Mr.  Brown  will  be  submitted  and  printed  for  the  record. 

If  there  are  no  other  witnesses  to  appear,  we  will  stand  ad- 
journed until  1  p.m.  when  we  will  hear  testimony  from  public  wit- 
nesses. 

[Whereupon,  at  11:45  a.m.,  the  committee  was  recessed,  to  recon- 
vene at  1  p.m.,  this  same  day.] 

[Additional  material  submitted  for  the  record  follows.] 

Prepared  Statement  of  Hon.  Thomas  J.  Barlow  III,  a  Representative  in 
Congress  from  the  State  of  Kentucky 

Mr.  Chairman,  Members  of  the  House  Budget  Committee,  I  appreciate  the  oppor- 
tunity to  appear  before  you. 
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Placing  our  fiscal  house  in  order  is  the  main  challenge  that  we  face  this  year. 
President  Clinton  has  presented  a  bold  plan  for  reducing  the  deficit  by  cutting  gov- 
ernment spending,  stimulating  our  economy,  and  investing  in  our  future.  My  con- 
stituents from  Western  and  Southern  Kentucky  are  overwhelmingly  members  of  the 
Democratic  Party  and  historically  support  the  Democratic  Party  in  state  and  na- 
tional elections.  We  are  a  religious  and  thrifty  people.  While  we  very  much  want  to 
support  our  President,  we  feel  strongly  that  we  must  go  further  in  order  to  bring 
the  deficit  under  control.  We  are  willing  to  sacrifice  for  America,  but  only  if  the 
national  budget  delivers  real  deficit  reduction.  That  is  the  true  road  to  a  strong 
United  States. 

Looking  at  the  President's  plan,  there  are  many  good  recommendations  that 
would  assist  the  American  people  and  foster  economic  growth.  I  applaud  increased 
funding  for  "Head  Start"  and  job  training  programs.  There  is  also  a  need  through- 
out my  district  and  the  country  for  better  roads  and  infrastructure  for  economic 
growth.  However,  the  best  way  that  we  can  stimulate  the  economy  and  ensure 
future  economic  prosperity  is  to  bring  the  budget  into  balance.  The  American  people 
will  not  accept  anything  less  than  true  deficit  reduction. 

With  respect  to  the  President's  proposed  budget,  there  are  a  few  items  that  de- 
serve particular  scrutiny. 

The  proposed  increase  in  the  "Waterway  Fuel  User  Fee"  will  severely  impact 
both  the  inland  marine  and  the  agriculture  industries.  The  President's  budget  rec- 
ommends raising  the  user  fee  paid  by  the  inland  river  barge  industry  by  526  per- 
cent, from  $.17  per  gallon  to  $1.17  per  gallon.  This  tax  is  in  addition  to  the  proposed 
BTU  tax. 

Thirty  percent  of  the  fixed  costs  associated  with  operating  a  towboat  stem  from 
fuel.  Most  of  our  nation's  annual  grain  crop  is  transported  around  the  nation  and 
for  export  on  the  inland  waterway  system.  A  1985  study  by  USDA's  Economic  Re- 
search Service  found  that  American  farmers  typically  bear  70  percent  of  the  cost  of 
increased  barge  fuel  taxes.  In  a  recent  letter  to  this  Committee,  Agriculture  Com- 
mittee Chairman  de  la  Garza  predicted  that  the  user  tax  increase  would  increase 
the  cost  of  shipping  corn  from  Iowa  to  New  Orleans  by  a  minimum  of  nine  cents  per 
bushel. 

I  have  been  told  an  average  tow  of  16  barges  uses  5,000  gallons  of  number  two 
heating  oil — the  barge  industry  fuel  of  choice — per  day.  The  waterway  fuel  user  fee 
would  therefore  increase  the  cost  of  operating  the  tow  by  $5,000  per  day!  This 
means  that  the  cost  associated  with  transporting  corn,  grain  or  soybeans  from  Min- 
neapolis to  New  Orleans  would  increase  by  $70,000.  In  distributing  increased  costs, 
the  American  Farmer  is  going  to  bear  the  brunt  of  much  of  the  user  fee  increase  by 
downward  pressure  on  grain  prices.  Federal  grain  subsidies  are  going  to  increase  as 
grain  prices  plummet,  putting  more  upward  pressure  on  the  federal  deficit.  Indeed, 
we  may  well  find  that  federal  revenue  gained  by  the  user  fee  will  be  more  than 
offset  by  increasing  government  payments  to  farmers  in  agricultural  supports. 

Agricultural  exports  would  also  suffer  significantly  from  the  user  fee.  The  1980 
grain  embargo  for  the  Soviet  Union  nearly  destroyed  both  the  inland  marine  and 
grain  export  industries,  fear  that  such  a  significant  increase  in  the  user  tax  will 
again  make  American  grain  non-competitive  on  the  world  market 

I  know  the  budget  process  is  complicated  and  full  of  contradictions.  Nevertheless, 
the  American  people  will  not  accept  budget  cuts  and  tax  increases  unless  everyone 
shares  equally  in  the  sacrifice.  I  am  afraid  that  the  proposed  budget  plan  does  not 
go  far  enough  toward  either  reducing  spending  or  ensuring  fairness. 

Accordingly,  I  propose  that  Congress  and  the  President  join  together  to  enact  a 
budget  plan  which  will  reduce  overall  federal  spending  across  the  board  by  five  per- 
cent over  the  next  two  years.  The  only  federal  program  that  should  be  excluded  is 
Social  Security  benefits  for  those  senior  citizens  who  rely  on  these  payments  as 
their  primary  means  of  support.  Additionally,  all  cuts  should  be  enacted  before  Con- 
gress considers  any  new  taxes.  Likewise,  any  stimulus  package  should  wait  until 
Congress  has  first  reduced  spending  in  a  manner  credible  to  the  American  people 
and  very,  very  real. 

We  must  join  together  and  place  our  fiscal  house  in  order.  My  constituents  from 
rural  Western  and  South-central  Kentucky  are  willing  to  sacrifice  to  get  the  job  ac 
complished  if  we  are  willing  to  enact  a  meaningful  and  fair  program  of  deficit  re 
duction.  I  am  willing  to  assist  in  any  way  possible  to  resolve  this  problem  for  th< 
benefit  of  our  children  and  grandchildren. 

Thank  you. 
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Prepared  Statement  of  Hon.  Thomas  M.  Barrett,  a  Representative  in  Congress 

from  the  State  of  Wisconsin 

Mr.  Chairman,  let  me  commend  you  for  holding  these  hearings  and,  allowing 
Members  to  express  their  views  on  this  very  important  proposal.  I  am  pleased  to 
have  been  allowed  a  few  minutes  today  to  testify  on  fiscal  issues  that  we  must  ad- 
dress in  order  to  economically  rebuild  our  Nation. 

I  believe  that  President  Clinton  was  honest  and  courageous  in  presenting  to  the 
Nation  the  stark  realities  of  our  debt.  The  primary  objective  of  his  economic  policy 
is  fiscally  correct  in  that  it  seeks  to  expand  the  economy  through  providing  full  em- 
ployment at  stable  prices  and,  a  more  equitable  distribution  of  income  and  wealth. 
President  Clinton  understands  that  most  Americans  expect  a  rising  standard  of 
living  and  job  security  so  has  made  it  his  administration's  priority.  The  issue  we  all 
must  confront  is  how  to  best  deliver  on  that  expectation. 

The  Federal  budget  deficit  was  and  is  my  longterm  economic  top  priority.  I  under- 
stand that  serious  action  on  the  deficit  will  require  years  of  collective  effort  and 
shared  sacrifice.  My  plan  is  simple:  everything  in  the  Federal  budget  must  be  put  on 
the  table  for  complete  congressional  review  so  that  we  can  control  spending.  This 
body  must  reassert  authority  over  how  and  where  tax  dollars  are  spent. 

I  have  some  suggestions  as  to  how  we  can  better  the  Presidents'  program  and  cap- 
ture additional  savings:  Something  that  the  Governor  of  my  State  already  enjoys, 
line  item  veto.  I  support  the  idea  of  giving  the  President  line  item  veto  authority  on 
all  appropriation  bills.  The  measure  that  I  have  signed  on  to,  H.J.Res.  76,  includes  a 
provision  that  requires  a  simple  majority  vote  to  override  the  President's  veto; 
Make  more  substantial  cuts  in  defense  spending;  for  example  according  to  GAO  cal- 
culations the  pentagon  supply  inventory  could  be  reduced  by  at  least  $5  billion.  Can- 
cellation of  production  of  the  Trident  II  (D-5)  missile  will  result  in  savings  of  $1.4 
billion  in  fiscal  year  1994  and,  about  $15  billion  in  procurement  costs  through  fiscal 
year  1999;  Cut  the  star  wars  program  savings  of  $4  billion;  Suspend  funding  for  the 
supercollider;  Cancel  the  space  station  freedom — saving  $78  billion  in  long-term  op- 
erating costs;  $32  billion  in  long-term  building  costs;  Restructure  the  small  business 
administration  to  ensure  that  money  allocated  to  its  various  programs  are  fiscally 
sound. 

Mr.  Chairman,  America  is  an  industrialized  powerful  Nation,  our  citizens  need 
not  be  resigned  to  unemployment,  hunger  or  homelessness.  We  in  the  Congress 
must  make  a  difference  and  eliminate  redundancy  and  wasteful  spending.  I  applaud 
the  President  for  taking  the  first  step  toward  instituting  long-term  reforms  that  will 
promote  sound  growth,  jobs  and  basic  human  welfare.  While  Americans  have 
always  sacrificed  for  the  common  good,  they  must  be  assured  that  the  underlying 
philosophy  of  government  is  fairness.  Therefore,  we  must  put  our  efforts  behind  the 
President,  improve  and  then  pass  his  deficit-cutting  plan  intact. 


Prepared  Statement  of  Hon.  Joe  Barton,  a  Representative  in  Congress  from 

the  State  of  Texas 

The  President's  fiscal  year  1994  budget  proposals,  recently  outlined  on  February 
17,  1993,  has  set  forward  a  strong  theme  of  economic  growth  and  job  creation.  The 
President's  vision  that  increased  economic  growth  will  create  new,  high  wage  jobs  is 
a  notion  that  I  agree  with.  The  President  has  proposed  several  economic  growth,  tax 
reduction  initiatives.  Tax  changes  in  the  passive  loss  rules  for  real  estate,  reduction 
of  the  long-term  capital  gains  tax  rate  for  small  businesses,  and  the  implementation 
of  urban  and  rural  enterprise  zones  are  all  pro-growth  economic  policies. 

I  am  also  impressed  by  the  President's  stated  dedication  to  deficit  reduction.  How- 
ever, the  measures  outlined  in  his  budget  proposal  will  not  achieve  any  significant 
or  real  deficit  reduction.  While  the  President  proposes  to  increase  economic  growth 
to  create  more  higher  paying  jobs,  he  unabashedly  has  proposed  $328  billion  in  new 
taxes,  the  largest  tax  increase  in  United  States  history. 

energy  taxes 

The  President's  proposed  $71  billion  British  Thermal  Unit  (BTU)  tax  on  the  heat 
content  of  energy  will  not  only  hurt  the  energy  industry,  it  will  also  cause  an  infla- 
tionary ripple  effect  across  the  entire  economy.  The  President's  BTU  tax  is  twice  as 
heavy  on  oil  as  it  is  on  coal  and  natural  gas.  Such  a  tax  will  disproportionally 
punish  all  companies  that  use  oil  in  production  as  well  as  all  homeowners.  This  tax 
will  increase  the  cost  of  production  for  all  goods  producing  industries.  The  middle 
class  will  also  feel  the  bite  of  the  BTU  tax  with  the  average  energy  bill  increasing 
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by  $110  to  $187  a  year.  The  middle  class  can  ill  afford  such  a  regressive  tax  on  basic 
human  needs  such  as  home  heating,  electricity  and  auto  fuel. 

INCOME  TAXES 

Not  one  private  sector  job  has  ever  been  created  by  new  and  higher  taxes.  In- 
creasing the  income  tax  rate  on  "rich"  making  over  $115,000  hits  the  middle  class 
home  owner  and  the  small  business  person  the  hardest.  These  folks  who  have 
worked,  saved  and  invested  in  the  future  of  their  family,  should  not  be  punished. 
The  President  also  fails  to  understand  that  70  percent  of  the  income  earners  in  this 
so-called  "rich"  income  group  are  small  "mom  and  pop"  business  owners,  responsi- 
ble for  creating  2  out  of  every  3  jobs  in  this  country.  If  the  President  is  serious 
about  creating  jobs,  he  should  not  punish  those  people  who  invest  and  create  the 
new  jobs. 

DEFICIT  REDUCTION 

The  President  proposes  that  his  plan  will  reduce  the  deficit  by  $140  billion.  How- 
ever, his  plan  will  never  achieve  any  amount  of  deficit  reduction.  Zero  deficit  reduc- 
tion in  exchange  for  $328  billion  in  new  taxes  is  a  prescription  for  recession. 

Out  of  the  150  specific  spending  cuts  claimed  by  the  Administration,  over  50  of 
those  "cuts"  are  really  tax  increases  and  sales  of  federal  property.  These  tax  hikes 
include  higher  taxes  on  Social  Security  benefits  as  well  as  user  fees  and  the  sale  of 
various  federally  held  assets.  The  majority  of  the  remaining  "cuts"  are  primarily 
"smoke  and  mirror"  management  and  accounting  gimmicks  which  move  federal 
funds  from  one  section  of  the  budget  only  to  finance  the  same  projects  elsewhere  in 
the  budget.  The  remaining  $25  billion  in  spending  cuts  President  Clinton  promises 
us  can  be  more  than  offset  by  the  $38  billion  in  spending  cuts  the  American  people 
already  paid  for  under  the  famed  1990  budget  agreement.  Many  taxpayers  remem- 
ber the  1990  budget  deal,  which  purported  to  reduce  the  deficit  $500  billion  over  five 
years  in  exchange  for  higher  increases  which  they  received  and  spending  cuts  which 
never  came  to  pass.  I  hardly  think  that  the  American  people  are  once  again  willing 
to  exchange  billions  in  new  taxes  for  zero  spending  restraint. 

BALANCED  BUDGET  AMENDMENT 

Any  creditable  attempt  at  deficit  reduction  should  include  a  tax  limitation  bal- 
anced budget  amendment  to  the  Constitution.  My  amendment  H.J. Res.  9,  the 
Barton  Tax-Limitation  Balanced  Budget  Amendment,  would  ensure  that  the  budget 
is  balanced  through  spending  reductions  that  reduce  the  size  of  government,  rather 
than  through  $320  billion  in  tax  increases. 

Additionally,  I  support  the  Gramm-Armey  Balanced  Budget  Implementation  Act, 
which  calls  for  every  program  to  be  reauthorized  or  eliminated  by  1995.  The  pro- 
gram would  also  tie  the  growth  in  entitlement  spending  to  rate  of  inflation  and  pop- 
ulation growth.  Fixed  deficit  reduction  targets  would  be  implemented  to  provide  for 
steady  deficit  reduction  to  bring  the  budget  into  balance  by  the  end  of  the  decade.  If 
the  deficit  targets  are  not  met,  a  spending  sequester  would  be  triggered  that  would 
force  the  difficult  spending  choices  Congress  and  the  President  refuse  to  make. 

The  American  people  will  not  stand  for  new  taxes  first  without  "real"  spending 
cuts.  If  the  President  is  serious  about  deficit  reduction,  lets  start  by  voting  to  reduce 
government  spending  across  the  board. 


Prepared  Statement  of  Hon.  Henry  Bonilla,  a  Representative  in  Congress 

from  the  State  of  Texas 

Mr.  Chairman,  distinguished  members  of  the  House  Budget  Committee,  I  appreci- 
ate your  consideration  of  my  thoughts  on  the  President's  Budget  for  Fiscal  Year 
1994. 

The  President's  Budget  for  FY94  represents  an  unprecedented  assault  on  straight 
talk  and  frankness.  I  am  very  disappointed  that  the  President  has  failed  to  listen  to 
the  American  people.  He  has  failed  to  hear  the  message  which  is  ringing  loud  and 
clear  throughout  our  great  democracy. 

The  message  is  simple  and  short,  only  three  words  long.  The  words  are  cut  spend- 
ing first.  The  American  people  are  ready  now,  and  have  always  been  ready,  to  make 
the  necessary  sacrifices  to  restore  our  economy.  But  the  American  people  will  not 
support  sacrifice  to  support  federal  largess. 

Members  of  the  Committee,  the  President's  plan  does  not  pass  the  smell  test.  It 
increases  taxes,  it  increases  spending  today,  it  "promises"  to  cut  spending  in  the 
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future.  This  is  not  sacrifice  by  government,  this  is  a  federal  feeding  frenzy.  The 
American  taxpayer  is  once  again  getting  stuck  with  the  bill.  Before  we  even  consid- 
er asking  the  American  people  to  pay  one  additional  cent  in  taxes  we  have  a  duty  to 
demonstrate  clearly  and  unquestionably  that  we  have  substantially  reduced  federal 
spending. 

President  Clinton  throughout  his  campaign  repeatedly  said  "we  can  do  better".  I 
agree.  I  trust  that  the  Budget  Committee  and  the  full  House  of  Representatives  will 
take  up  that  constructive  challenge  and  do  better.  I  know  we  can  do  better  at  pro- 
ducing a  budget  which  cuts  spending,  reduces  the  deficit  and  fosters  economic 
growth.  I  know  we  can  do  better  in  being  honest  with  the  American  people.  I  know 
we  can  do  better  at  telling  the  truth.  I  know  we  can  do  better  than  increasing  the 
deficit  with  billions  in  "emergency"  spending  at  a  time  when  the  American  people 
are  being  asked  to  sacrifice  to  reduce  the  deficit. 

Lets  all  work  together,  Republican  and  Democrat,  to  fashion  a  budget  which  cuts 
spending,  reduces  the  deficit  and  provides  for  economic  growth.  The  American 
people  want  an  end  to  the  "blame  game".  They  want  constructive  action  to  reduce 
the  deficit. 

We  need  to  act  now  and  implement  a  balanced  budget  amendment  and  a  line-item 
veto.  The  deficit  is  too  serious  to  delay  in  enacting  these  vital  tools  for  restoring 
fiscal  sanity  to  our  nation.  We  need  to  provide  incentives  to  help  small  business 
expand  and  create  the  jobs  which  are  vital  for  America's  economic  future. 

In  closing,  let  me  again  thank  the  Members  of  the  Committee  for  considering  my 
testimony.  I  look  forward  to  working  with  you  to  pass  a  budget  resolution  which 
jump-starts  the  economy.  Creating  jobs,  reducing  inflation,  lowering  interest  rates 
and  eliminating  the  federal  deficit  should  be  the  focus  of  our  efforts.  Thank  you. 


Prepared  Statement  of  Hon.  Bill  K.  Brewster,  a  Representative  in  Congress 

from  the  State  of  Oklahoma 

Mr.  Chairman  and  members  of  the  committee:  I  will  make  my  statement  brief,  we 
cannot  hope  to  pass  any  type  of  budget  resolution,  tax  incentive  package,  or  econom- 
ic stimulus  until  we  guarantee  and  I  mean  guarantee,  that  all  new  revenues  will  be 
used  only  for  deficit  reduction  and  any  new  spending  will  be  off-set  with  reductions 
in  other  out-dated,  unnecessary  programs.  The  American  people  will  not  stand  for 
any  new  revenues  until  they  are  convinced  that  we  are  serious  about  applying  new 
revenues  to  deficit  reduction. 

I  believe  that  President  Clinton  has  given  us  a  benchmark  for  action  to  reduce  the 
deficit  and  improve  the  economic  conditions,  nation-wide.  I  know  first-hand  that 
President  Clinton  is  committed  to  deficit  reduction.  But,  I  can  assure  you  that  the 
American  people  do  not  have  the  same  faith  in  Congress  or  the  administration,  any 
administration. 

I  have  been  working  with  Mr.  Schumer  and  Mr.  Chet  Edwards  on  a  possible  solu- 
tion to  this  stalemate.  We  have  developed  a  mechanism  that  if  properly  applied,  will 
clearly  illustrate  to  the  American  people  our  commitment  to  deficit  reduction.  Our 
plan  will  guarantee  nearly  one-half  trillion  dollars  in  deficit  reduction  over  the  next 
five  years.  Our  plan  uses  the  identical  cuts  and  revenue  increases  as  the  Clinton 
plan.  However,  the  major  difference  is  that  our  plan  imposes  strict  budget  discipline 
to  ensure  that  all  revenues  raised  in  new  taxes  and  saved  by  entitlement  cuts  are 
placed  in  a  trust  fund  to  reduce  our  deficit.  I  believe  that  once  this  committee  has 
carefully  studied  this  approach,  you  will  see  the  clear  benefits  to  this  plan  and  how 
it  will  ease  the  concerns  expressed  by  many  of  our  colleagues,  that  we  need  a  guar- 
antee that  all  "sacrifices"  will  result  in  deficit  reduction.  I  have  attached  a  brief 
summary  of  our  plan  and  would  encourage  all  of  you  to  take  a  close  look  at  this 
option. 

I  know  that  the  committee  is  planning  to  report  a  budget  resolution  next  week.  I 
would  strongly  encourage  this  committee  to  include  a  sense  of  the  Congress  resolu- 
tion stating  that  all  new  revenues  will  be  used  only  for  deficit  reduction.  I  can 
assure  you  that  without  some  type  of  real  guarantee  the  American  people  will  not 
be  convinced.  The  best  thing  we  could  do  to  help  President  Clinton  would  be  to  act 
on  the  Schumer,  Brewster,  Edwards  deficit  reduction  guaranty  trust  fund. 

I  thank  the  committee  for  their  consideration  and  would  welcome  the  opportunity 
to  further  discuss  our  plan. 
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Prepared  Statement  of  Hon.  George  E.  Brown,  Jr.,  a  Representative  in  Con- 
gress from  the  State  of  California  and  Chairman,  Committee  on  Science, 
Space,  and  Technology 

Thank  you,  Mr.  Chairman  and  Members  of  the  Committee,  for  the  opportunity  to 
summarize  the  "Views  and  Estimates"  of  the  Science  Committee  this  morning. 

introduction 

The  Committee  strongly  supports  the  philosophy  and  the  programs  which  com- 
prise the  Administration's  science  and  technology  policy — a  policy  which  is  summa- 
rized both  in  the  February  22  document  Technology  for  America 's  Economic  Growth 
and  in  the  February  17  document  Vision  of  Change  for  America.  Yesterday  Dr.  John 
Gibbons,  the  President's  new  science  advisor,  appeared  before  our  Committee  to  ex- 
plain the  roles  that  science  and  technology  are  expected  to  play  in  the  creation  of 
jobs  and  the  rebirth  of  the  America  economy. 

As  you  are  well  aware,  the  challenge  we  face  is  one  of  increasing  productive  in- 
vestments in  our  economy  and  our  people  while  simultaneously  reducing  the  Feder- 
al budget  deficit.  The  need  for  increased  investments — both  public  and  private — is 
widely  recognized  because  the  correlation  between  productivity  and  investment  is  so 
striking.  Between  1950-1974,  investment  per  worker  grew  at  2.0  percent  per  year  in 
the  U.S.  and  our  productivity  grew  at  2.9  percent  per  year.  Between  1974-1990,  the 
figures  are  0.6  percent  and  0.9  percent,  respectively.  Private-sector  investment  in 
plant  and  equipment  in  the  U.S.  has  been  at  a  lower  rate  than  any  other  G-7  coun- 
try for  the  past  three  years.  And  public  investment — in  infrastructure,  education, 
and  civilian  R&D — is  also  lagging  well  behind  both  historical  rates  in  the  U.S.  and 
rates  of  other  G-7  countries.  In  Japan,  for  example,  the  rate  of  public  investment  is 
three  times  that  of  the  U.S.,  and  the  rate  of  civilian  R&D  investment  is  nearly 
double  that  of  the  U.S. 

The  chief  cause  of  this  chronic  underinvestment,  of  course,  is  the  fact  that  the 
proportion  of  national  production  used  for  private  consumption  has  soared,  while 
savings  rates  have  plummeted.  The  paucity  of  savings  (and  therefore  investment) 
has  contributed  directly  to  the  slow  rates  of  productivity  growth  and  economic  un- 
derachievement.  A  recent  study  estimates  that  the  national  saving  decline  in  the 
1980s  reduced  potential  economic  output  by  5  percent  and  that  these  losses  could 
double  by  the  end  of  the  decade. 

public  and  private  investments  in  science  and  technology 

If  productivity  growth  is  the  key  to  national  competitiveness,  what  causes  produc- 
tivity growth?  The  answer  in  large  part  is  technological  advances,  which  by  some 
estimates  account  for  up  to  two-thirds  of  productivity  growth.  A  number  of  recent 
economic  studies  suggest  that  R&D  has  a  very  large  positive  effect  on  productivity; 
in  one  study,  the  estimated  national  rate  of  return  to  private  R&D  investment  was 
shown  to  be  about  seven  times  as  large  as  the  return  to  investment  in  equipment 
and  structures.  The  bottom  line  is  that  the  U.S.  is  underinvesting  in  both  public  and 
private  R&D,  at  least  in  relation  to  the  national  goal  of  increasing  productivity 
growth.  Since  privately  funded  R&D  levels  have  been  flat  for  the  past  three  years, 
the  most  effective  way  to  increase  both  public  and  private  R&D  would  be  to  increase 
cooperative  government/industry  R&D  programs  aimed  at  development  of  critical 
technologies.  This  is  in  fact  the  central  concept  of  the  Administration's  science  and 
technology  agenda,  as  laid  out  in  "Technology  for  America's  Economic  Growth". 

THE  PRESIDENT  SCIENCE  AND  TECHNOLOGY  POLICY 

The  President's  policy  is  built  around  investments — in  R&D,  in  improving  the 
business  climate,  in  21st  century  infrastructure,  and  in  training  and  education.  The 
Committee  attempted  to  articulate  a  total  system  approach  of  this  sort  in  its  "Views 
and  Estimates"  last  year,  and  believes  that  the  Administration  has  articulated  a  co- 
herent, integrated,  and  pro-active  approach  to  technology  development  and,  by  ex- 
tension, productivity  growth  and  long-term,  sustainable  economic  growth. 

The  plan  is  particularly  strong  on  mechanisms  for  strengthening  industry/govern- 
ment cooperation  and  providing  more  federal  support  for  commercial  R&D:  The 
civil  and  military  R&D  portfolios  will  be  in  balance  by  1998.  The  Advanced  Technol- 
ogy Program  (ATP)  is  greatly  expanded.  The  Defense  Advanced  Research  Projects 
Agency  (DARPA)  is  renamed  ARPA  and  increasingly  focused  on  dual-use  technol- 
ogies. The  Department  of  Energy  (DOE)  will  greatly  expand  its  programs  in  conser- 
vation and  renewable  energy  to  ensure  that  environmental  protection  accompanies 
business  expansion.  Manufacturing  R&D  will  be  highlighted  by  ATP,  DARPA,  and 
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other  federal  agencies.  All  laboratories  managed  by  DOE,  NASA,  and  the  Depart- 
ment of  Defense  that  can  make  a  productive  contribution  to  the  civilian  economy 
will  be  reviewed  with  the  aim  of  devoting  at  least  10  to  20  percent  of  their  budgets 
to  R&D  partnerships  with  industry.  Cooperative  R&D  Agreements  (CRADA's)  will 
be  emphasized.  The  Federal  Coordinating  Council  on  for  Science,  Engineering,  and 
Technology  (FCCSET)  will  be  strengthened. 

The  Administration's  science  and  technology  plan  is  a  good  one,  and  the  prelimi- 
nary budget  figures  are  a  good  reflection  of  the  priorities  in  the  plan. 

CONCLUSION 

In  the  attached  "Views  and  Estimates",  we  provide  detailed  budgetary  recommen- 
dations for  approximately  $25  billion  in  Federal  science  and  technology  initiatives 
spread  across  five  different  budget  functions.  In  our  "Views",  we  have  strongly  en- 
dorsed the  Administration's  budget  priorities,  for  two  reasons: 

1.  We  believe  that  they  will  help  reverse  the  under-in vestment  in  R&D  that  has 
contributed  to  slow  productivity  growth  and  slow  job  creation  in  this  country. 

2.  They  are  completely  consistent  with  a  number  of  authorization  bills  that  were 
either  enacted  or  passed  by  this  House  last  year,  including  the  National  Energy 
Policy  Act,  the  NASA  Act,  and  the  National  Competitiveness  Act. 

In  particular,  we  would  urge  the  Committee  to  avoid  debilitating  cuts  in  function 
250,  270,  and  370,  which  provide  the  bulk  of  the  funding  for  the  science  programs  of 
NASA,  the  National  Science  Foundation,  the  Department  of  Energy,  and  the  Na- 
tional Institute  of  Standards  and  Technology. 

The  Committee  strongly  supports  the  central  priorities  of  the  Administration's 
science  and  technology  policy  and  believes  that  these  priorities  are  well  reflected  in 
the  budgetary  decisions  for  science  and  technology  that  have  been  made  to  date.  We 
would  urge  that  this  Committee  in  particular  and  the  Congress  as  a  whole  also  give 
the  plan  their  fullest  support.  Since  the  plan  is  a  coherent  and  inter-related  whole, 
we  would  urge  all  Members  to  consider  that  its  overall  effectiveness  would  be  great- 
ly compromised  by  selective  dismemberment. 
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STATEMENT  OF  REPRESENTATIVE  RON  COLEMAN  (D- TEXAS) 

CHAIRMAN,  CONGRESSIONAL  BORDER  CAUCUS 

MARCH  5,  1993 

BEFORE  THE  HOUSE  BUDGET  COMMITTEE  ON  MATTER  OF 

THE  FIRST  CONCURRENT  RESOLUTION  ON  THE  BUDGET 

FISCAL  YEAR  1994 

"Southwest  Border  Infrastructure  Initiative" 


MR.  CHAIRMAN  and  members,  I  want  to  thank  you  for 
providing  me  with  this  opportunity  to  testify  before 
the  House  Budget  Committee  on  a  comprehensive, 
grassroots  southwest  border  infrastructure  initiative 
that  promises  to  improve  environmental  protection; 
enhance  our  trade  balance  with  Mexico;  and  produce 
thousands  of  new,  high-wage  American  jobs  from 
Brownsville,  Texas  to  San  Diego,  California. 
Specifically,  MR.  CHAIRMAN,  I  am  recommending  that  your 
distinguished  Committee  make  sufficient  room  within  the 
FY  1994  Budget  Resolution  to  accommodate  a  multiyear, 
Southwest  Border  Infrastructure  Initiative  to  improve 
both  traditional  and  human  infrastructure  along  the 
U.S. -Mexico  Border. 


MR.  CHAIRMAN,  as  Chairman  of  the  Congressional 
Border  Caucus  and  a  Member  of  Congress  representing  the 
major  border  city  of  El  Paso,  Texas,  I  have  long 
advocated  a  comprehensive,  detailed,  project-specific 
analysis  of  the  infrastructure  needs  of  the  entire 
southwest  border  region  pf  the  United  States.   For  too 
many  years  the  southwest  border  has  been  the  best  kept 
secret  in  Washington  and  an  afterthought  among  Federal 
policymakers  in  both  Democratic  and  Republican 
Administrations.   Now,  with  the  North  American  Free 
Trade  Agreement  (NAFTA)  bringing  new  focus  on  the 
problems  and  opportunities  associated  with  the  U.S.- 
Mexico border,  I  am  pleased  to  present  for  the 
Committee's  consideration  an  outstanding  report  of  the 
non-partisan,  grassroots,  Border  Trade  Alliance  (BTA) 
that  provides  the  detailed  southwest  border 
infrastructure  analysis  that  is  long  overdue. 


Let  me  state  that  the  infrastructure  initiative  is 
required  and  justified  regardless  of  the  ultimate 
outcome  of  NAFTA.   It  is  not  a  predicate  to  NAFTA  and 
was  never  envisioned  as  such.   This  package  is  required 
whether  or  not  NAFTA  exists. 


Census  data  from  the  U.S.  and  Mexico  clearly  shows 
that  the  border  population  will  grow  by  as  much  as  30% 
this  decade.   Health,  education,  job  training  and 
transportation  infrastructures  must  keep  pace  to  assure 
future  economic  growth  for  this  region,  the  fastest 
growing  area  of  the  country.   These  high  growth  rates 
ensure  that  the  investment  we  make  today,  will  be  money 
well  spent  in  the  future. 
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MR.  CHAIRMAN,  I  ASK  UNANIMOUS  CONSENT  THAT  THE 
FULL  TEXT  OF  THE  BTA  SOUTHWEST  BORDER  INFRASTRUCTURE 
INITIATIVE  FINAL  REPORT  BE  INCLUDED  AS  PART  OF  THE 
COMMITTEE  HEARING  RECORD. 


MR.  CHAIRMAN,  this  impressive  report  of  the 
infrastructure  needs  in  fourteen  U.S.  border 
communities  is  the  culmination  of  more  than  a  year  of 
effort  by  Congressional  Border  Caucus  and  hundreds  of 
businessmen  and  women;  trade  experts;  State  and  local 
government  officials,  including  representatives  of  the 
Governors  of  the  four  border  states;  Mexican  government 
leaders;  private  corporations;  and  individual  citizens 
in  dozens  of  large  and  small  communities  from  Corpus 
Christi  to  the  West  Coast  of  southern  California. 
These  citizens,  working  with  the  highly  respected 
Border  Trade  Alliance,  included  Democrats  and 
Republicans;  large  and  small  business;  and  trade 
associations  representing  U.S.  workers  and  companies 
doing  business  throughout  the  U.S. -Mexico  border 
region.   And  their  final  product,  undertaken  at  my 
urging  and  with  my  full  support,  represents  the  most 
comprehensive  infrastructure  project  review  in  the 
history  of  the  southwest  border  region. 


MR.  CHAIRMAN,  the  BTA  Southwest  Border 
Infrastructure  Initiative  recommends  infrastructure 
projects  that  address  the  highest  priority  'capital' 
and  'human'  infrastructure  requirements  in  seven  key 
categories,  including: 

(1)  ports  of  entry  improvements; 

(2)  airports; 

(3)  education  and  technology  transfer 
enhancements ; 

(4)  environmental  protection,  particularly  water 
and  sewer  improvements; 

(5)  health  care  improvements; 

(6)  housing;  and 

(7)  surface  transportation. 

These  proj ect -specif ic  recommendations  for  funding 
would  address  infrastructure  needs  in  fourteen  border 
communities,  with  each  project  identified  by  a  project 
description;  a  budget  estimate;  an  estimate  of  when  the 
project  could  be  initiated;  an  estimated  job-creation 
impact;  and  an  indication  of  Federal,  State  or  local 
government  support  for  the  project.   Most  importantly 
as  a  prerequisite  for  inclusion  in  the  BTA 
infrastructure  package,  plans  for  each  project  had  to 
be  complete  or  in  the  final  stages  of  completion  and 
ready  for  initiation  within  60-90  days  of  receipt  of 

funding virtually  the  identical  criteria  currently 

contained  in  many  portions  of  President  Clinton's 
economic  stimulus  proposals  for  fiscal  year  1993  and 
1994  that  were  introduced  on  February  17,  1993--  more 
than  one  year  after  the  Congressional  Border  Caucus  and 
the  BTA  began  the  analysis  that  is  before  you  today. 


MR.  CHAIRMAN,  during  the  course  of  the  development 
of  this  important  infrastructure,  the  distinguished 
Vice  Chairman  of  the  Congressional  Border  Caucus,  Rep. 
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Joe  Skeen  of  New  Mexico,  and  I  pushed  the  BTA  to 
continually  fine-tune  and  prioritize  their  project 
recommendations  and,  most  importantly,  to  keep  the 
total  cost  of  the  package  to  a  bare  bones  minimum  in 
view  of  the  rigid  budget  constraints  confronting  the 
country.   It  was  not  easy  to  organize  fourteen 
communities  and  hundreds  of  dedicated  border  experts  to 
meet  the  criteria  and  guidelines  discussed  above,  and 
to  make  the  hard  choices  between  projects  within  the 
seven  categories  of  infrastructure  priorities.   But  we 
did  it.   I  am  proud  of  the  final  product.   And  I  firmly 
believe  that  the  prioritized  southwest  border 
infrastructure  package  warrants  inclusion  in  the  budget 
totals  to  be  proposed  by  the  Budget  Committees  in  the 
Concurrent  Budget  Resolution  for  Fiscal  Year  1994. 


MR.  CHAIRMAN,  the  southwest  border  infrastructure 
plan  before  you  is  presented  in  three  segments  that,  in 
my  view,  gives  this  Committee  and  ultimately,  the  House 
and  Senate  Appropriations  Committees  an  appropriate 
"menu"  of  options  for  funding  all  or  a  portion  of  the 
plan  in  fiscal  year  1994,  or  for  spreading  funding  for 
the  entire  package  over  a  period  of  years. 
Specifically,  at  my  request,  the  package  presents  the 
specific  infrastructure  projects  as  follows: 

(1)  the  top  three  priority  projects  in  each 
border  community  in  each  category  of 
infrastructure  improvement; 

(2)  the  top  ten  priority  projects  in  each  border 
community  in  each  category  of  infrastructure 
improvement ;  and 

(3)  the  entire  list  of  all  projects  selected  by 
the  border  communities  in  each  infrastructure 
category. 


The  total  amount  required  to  fully  fund  the  top 
three  (3)  priority  projects  in  each  community,  in  each 
of  the  seven  infrastructure  categories,  is  $492.83 
million . 


The  total  amount  required  to  fully  fund  the  top 
ten  (10)  priority  projects  in  each  community,  in  each 
of  the  seven  infrastructure  categories  is  about  $1 
billion. 


And  the  total  package  of  infrastructure  projects, 
presented  under  APPENDIX  A  of  the  report,  would  require 
approximately  $2.3  billion  to  fully  fund  those  projects 
over  several  years. 


The  report  also  lists  the  names  of  each  and  every 
individual  who  participated  in  the  Infrastructure 
Committees  in  each  community  in  the  development, 
prioritization  and  analysis  of  the  projects. 


MR.  CHAIRMAN,  obviously  I  would  hope  that  the 
total  southwest  border  infrastructure  initiative 
project  list  could  be  funded  in  fiscal  year  1994.   If 
that  were  possible,  the  Border  Trade  Alliance  estimates 
that  as  many  as  13  6,200  new  jobs  would  be  created  in 
the  United  States.   If  their  estimates  are  correct-- 
and  I  believe  they  are--  this  would  represent  more  that 
27%  of  the  total  amount  of  new  jobs  projected  by 
President  Clinton  to  be  created  under  his  proposed 
economic  stimulus  package. 
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However,  MR.  CHAIRMAN,  as  a  Member  of  the  House 
Appropriations  Committee,  I  am  realistic  about  the 
current  budget  situation  and  the  vigorous  competition 
for  scarce  Federal  dollars  that  will  only  escalate  in 
the  months  and  years  ahead.   Therefore,  I  would 
recommend  for  your  consideration  that  at  least  the 
package  of  infrastructure  projects  comprising  the  top 
three  (3)  priority  list  in  the  BTA  report,  be 
accommodated  within  the  overall  functional  funding 
totals  that  will  be  proposed  by  your  Committee  in  the 
First  Concurrent  Resolution  on  the  Budget  for  FY  1994. 
At  the  same  time,  I  would  strongly  recommend  that  the 
accompanying  Committee  report  contain  language 
supporting  the  Southwest  Border  Infrastructure 
Initiative  and  urging  the  appropriate  committees  of  the 
Congress  to  find  room  for  projects  in  fiscal  year  1994. 
I  have  included  as  an  attachment  to  my  testimony, 
proposed  draft  report  language  in  this  regard  for  the 
Committee's  consideration. 


MR.  CHAIRMAN,  let  me  close  by  turning  your 
attention  to  six  (6)  bullet  points  contained  on  page  iv 
of  the  Executive  Summary  of  the  BTA  Report.   These 
points  alone  are  ample  justification  for  the  Congress 
including  funding  within  its  overall  budget  totals  for 
this  important  southwest  border  infrastructure  package . 
However,  I  believe  that  the  infrastructure  plan  should 
be  part  of  the  Budget  Resolution  for  five  principal 
reasons : 


(1)  the  plan  is  totally  consistent  with  the 
President's  call  for  both  economic  stimulus 
in  key  infrastructure  areas,  and  for  long- 
term  'investment'  in  our  people  here  at  home ; 

(2)  the  plan  will  more  than  pay  for  itself  by 
creating  over  13  0,0000  U.S.  jobs  in  a  short 
period  of  time  and  by  dramatically  improving 
essential  services  for  our  citizens  along  the 
U.S. -side  of  the  U.S. -Mexico  border; 

(3)  the  plan  was  not  developed  in  Washington  by 
bureaucrats  -  it  was  developed  by  the  men  and 
women  in  the  private  and  public  sectors  who 
live  and  work  in  communities  along  the 
southwest  border  who  are  best  qualified  to 
identify  and  prioritize  their  infrastructure 
requirements  in  tough  budget  times; 

(4)  the  plan,  if  fully  funded  will  significantly 
enhance  our  trade  prospects  and  our  ability 
to  establish  the  basic  infrastructure  to 
compete  in  the  global  economy;  and 

(5)  the  plan,  if  fully  funded,  will  address  many 
of  the  concerns,  including  environmental 
protection,  expressed  by  Members  of  Congress 
and  others,  as  the  Congress  prepares  for 
debate  on  the  North  American  Free  Trade 
Agreement  (NAFTA) . 
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MR.  CHAIRMAN,  as  you  make  the  difficult  decisions 
about  how  to  divide  up  the  Federal  budget  for  fiscal 
year  1994,  I  hope  that  you  will  be  able  to  accommodate 
the  Southwest  Border  Infrastructure  Initiative  in  that 
budget .   The  Congressional  Border  Caucus  and  the 
grassroots  citizens  who  have  put  this  impressive 
package  together  intend  to  make  a  similar  case  to  the 
Administration,  as  it  continues  to  craft  its  formal 
budget  submission  to  the  Congress.   But  this  year,  the 
process  will  begin  with  this  Committee  and  I  urge  you 
to  give  this  infrastructure  initiative  the  highest 
priority  for  funding. 


THANK  YOU,  MR.  CHAIRMAN. 

PROPOSED  DRAFT  COMMITTEE  REPORT  LANGUAGE 

"SOUTHWEST  BORDER  INFRASTRUCTURE  INITIATIVE" 


The  Committee  has  received  testimony  on  a 
comprehensive  southwest  border  infrastructure 
initiative  that  contains  specific  ' ready-to-go' , 
infrastructure  improvement  projects  in  the  area  of 
environmental  protection;  surface  transportation; 
health  care;  and  four  other  categories  that  would 
address  the  infrastructure  needs  from  Brownsville, 
Texas  to  San  Diego,  California. 

The  plan  was  submitted  to  the  Committee  by  the 
Congressional  Border  Caucus  which  has  been  developing  a 
comprehensive,  detailed  southwest  border  infrastructure 
enhancement  package  for  more  than  a  year.   The  plan 
prioritizes  projects  according  to  the  top  ten  and  top 
three  in  each  of  fourteen  border  communities  and  among 
the  seven  categories  of  infrastructure  improvements. 
The  Congressional  Border  Caucus  estimates  that  as  many 
as  136,000  new  American  jobs  could  be  created  if  the 
full  Southwest  Border  Infrastructure  Initiative  package 
were  fully  funded  in  fiscal  year  1994. 

The  Committee  is  impressed  with  this  major  effort 
to  prioritize  infrastructure  improvement  projects 
across  the  entire  2,000  mile  U.S. -Mexico  border  and 
applauds  the  Congressional  Border  Caucus  for  its 
comprehensive  effort.   The  Committee  also  believes  that 
the  priorities  established  in  the  plan  are  consistent 
with  the  President's  priorities  for  economic  stimulus 
and  long-term  investment  in  our  people,  our  industries 
and  our  infrastructure. 

Therefore,  the  Committee  functional  spending 
totals  for  fiscal  year  1994  assume  that  at  least  the 
Top  Three  prioritized  project  package  contained  the 
Southwest  Border  Infrastructure  Initiative  Final 
Report,  as  presented  to  the  Committee  on  March  5,  1993, 
are  included  in  such  totals  for  fiscal  year  1994  and 
that  sufficient  authority  shall  be  crosswalked  to  the 
Appropriations  Committee  for  final  disposition  in  the 
course  of  their  markups  of  fiscal  1994  appropriations 
legislation. 
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Prepared  Statement  of  Hon.  Randy  "Duke"  Cunningham,  a  Representative  in 
Congress  from  the  State  of  California 

Dear  Mr.  Chairman:  I  am  writing  in  regards  to  the  Fiscal  Year  1994  budget  proc- 
ess and  the  proposed  elimination  of  Part  B,  Impact  Aid  funding.  I  am  gravely  con- 
cerned by  the  Administration's  proposals  and  their  impact  on  the  needs  of  San 
Diego  County. 

The  Impact  Aid  program  is  designed  to  provide  general  education  funding  to 
school  districts  because  of  the  loss  of  revenue  due  to  the  acquisition  by  the  federal 
government  of  land  that,  prior  to  the  acquisition,  was  a  source  of  local  revenue  by 
means  of  property  tax.  Although  the  degree  of  impact  in  the  B  program  is  less  than 
that  of  the  A,  the  loss  of  revenue  to  the  schools  remains.  The  B  program  reimburses 
school  districts  for  children  whose  parents  either  live  or  work  on  federal  property. 

In  San  Diego  County  alone,  we  have  11  military  installations,  many  of  them  locat- 
ed on  prime  coastal  real  estate.  It  is  home  to  the  second  largest  naval  complex  in 
the  United  States.  The  B  program  provides  $2  million  dollars  to  our  county  schools 
and  $5  million  to  our  state.  At  a  time  when  California  schools  are  so  desperately 
pressed  with  inadequate  funding,  every  dollar  counts. 

The  general  argument  against  B  funding  is  that  parents  who  work  on  federal 
property  but  live  within  the  community  pay  local  taxes  and  pose  a  much  smaller 
financial  burden.  This  is  not  the  case.  Many  of  our  military  families  may  live  within 
our  communities,  but  through  the  Soldiers  and  Sailors  Relief  Act  they  are  exempt 
from  a  variety  of  state  and  local  taxes  which  provide  funds  to  school  districts.  Many 
maintain  their  home  of  record  in  another  state.  Their  daily  purchases  are  made  on 
base,  free  of  sales  tax. 

Even  with  the  current  military  realignment,  the  effects  of  military  personnel 
transfers  will  continue  to  have  a  major  impact  in  large  military  communities  like 
San  Diego.  Because  on-base  housing  is,  in  most  cases,  already  at  capacity,  these  stu- 
dents are  living  within  the  community. 

Districts  with  a  large  federal  presence  receive  compensation  for  the  loss  of  the 
property  value  well  below  what  the  assessed  value  would  provide  in  property  tax. 
San  Diego  contains  military  bases,  Indian  land,  federal  housing  projects  and  nation- 
al forests,  all  of  which  place  an  extra  burden  on  the  taxpayers  to  pay  for  the  educa- 
tion of  all  the  children. 

Current  congressional  policy  says  that  the  federal  government  has  a  role  in  com- 
pensating a  school  district  affected  by  federal  presence.  Unless  Congress  can  provide 
another  means  by  which  these  school  districts  can  tax  federal  activities,  the  Impact 
Aid  program  must  be  fully  reauthorized.  Our  children  need  to  be  well  educated,  and 
our  schools  need  every  dollar  to  educate  them.  I  urge  you  to  reconsider  the  elimina- 
tion of  the  Impact  Aid  B  program. 

Thank  you  for  your  consideration. 


Prepared  Statement  of  Hon.  Peter  Deutsch,  a  Representative  in  Congress 

from  the  State  of  Florida 

Mr.  Chairman,  and  members  of  the  committee,  thank  you  for  granting  me  this 
opportunity  to  testify  before  the  House  Budget  Committee  today  regarding  the  Ad- 
ministration's FY  1994  Budget  Proposal. 

There  are  three  extremely  important  points  that  need  to  be  made  regarding  Presi- 
dent Clinton's  proposal.  So  as  to  be  considerate  of  my  many  colleagues  who  are 
waiting  to  testify,  I  will  keep  my  remarks  brief. 

First  and  foremost,  the  president's  plan  does  not  make  enough  cuts  in  government 
spending.  Currently  our  federal  deficit  for  1993  is  estimated  to  be  $310  billion  dol- 
lars. Worse  yet,  our  national  debt  stands  at  an  astonishing  $4.09  trillion  dollars.  The 
President  needs  to  exercise  leadership  by  proposing  additional  cuts  in  government 
spending.  I  would  question  whether  the  proposed  stimulus  package  is  really  all  stim- 
ulus and  if  it  is  really  needed,  given  the  fact  that  it  will  further  increase  the  deficit. 
The  American  people  have  indicated  in  a  clear  voice  that  they  will  not  accept  new 
taxes  until  more  spending  cuts  are  made.  Now  is  the  time  to  make  those  cuts. 

I  support  making  additional  cuts  in  defense  spending  and  here  is  the  reason  why: 
For  too  long  now  the  American  taxpayers  have  borne  the  expense  of  defending  the 
superpower  nations  of  Japan  and  Germany  as  well  as  other  nations  around  the 
world,  particularly  in  Western  Europe  and  Korea.  In  this  era  of  escalating  budget 
deficits  we  cannot  afford  to  pay  for  the  defense  of  other  nations,  and  especially  na- 
tions such  as  Japan  and  Germany  who  can  more  than  afford  to  defend  themselves. 
We  need  more  cuts  in  spending,  and  additional  cuts  in  defense  is  a  good  place  to 
begin. 
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If,  however,  the  President  is  to  provide  leadership  by  proposing  additional  cuts, 
the  President  must  be  granted  the  power  of  a  line  item  veto  that  will  allow  him  to 
eliminate  pork  barrel  spending.  I  support  a  line  item  veto  that  provides  for  a  %'s 
override  by  both  Houses  of  Congress.  This  is  one  of  the  most  effective  means  possi- 
ble to  control  run  away  spending  by  the  Congress,  it  allows  the  President  to  exercise 
greater  leadership  over  our  budget  process,  and  yet  it  also  provides  Congress  with 
the  ability  to  override  the  veto  if  necessary. 

Second,  I  oppose  any  measures  to  increase  the  tax  on  social  security  incomes  of 
the  American  people.  To  begin,  the  tax  is  not  indexed  for  inflation  and  while  it  hits 
the  middle  income  social  security  recipients  now,  this  tax  would  hit  more  and  more 
senior  citizens  down  the  road.  The  social  security  program  is  actuarially  sound  and 
is  one  of  the  few  programs  that  has  created  a  surplus.  The  social  security  system  did 
not  create  the  deficit  and  we  should  not  attempt  to  cure  the  deficit  at  the  expense  of 
the  people  who  contributed  to  this  program. 

Finally,  even  the  best  economic  plan  will  fail  without  comprehensive  health  care 
reform.  Personal  and  corporate  expenses  on  health  care  are  driving  America  broke, 
and  worse  yet,  the  system  fails  to  provide  coverage  for  nearly  37  million  Americans. 
While  the  President  is  clearly  committed  to  reforming  the  health  care  system,  the 
American  people  are  not  the  problem  and  they  certainly  do  not  deserve  to  have  pre- 
miums for  their  health  benefits  increased.  The  President's  plan  to  increase  the  pre- 
miums of  medicare  recipients  fails  to  attack  the  source  of  the  problem. 

Mr.  Chairman,  the  time  for  action  is  now.  While  the  President's  proposal  is  a  good 
starting  point  for  action,  it  must  be  improved.  The  proposals  that  focus  on  the  social 
security  incomes  and  the  health  premiums  of  the  American  people  are  a  mistake. 
The  consumers  of  health  care  and  the  social  security  system  are  not  the  problem, 
and  the  President's  proposal  to  place  the  burden  of  health  care  reform,  and  worse 
yet  the  burden  of  the  federal  debt,  on  them  by  raising  their  premiums  and  taxing 
their  social  security  benefits  are  misdirected  policies.  Furthermore,  if  we  fail  to  cut 
spending,  and  if  we  fail  to  enact  a  line  item  veto,  spending  will  only  continue  to  rise 
and  we  will  only  postpone  the  difficult  task  of  getting  this  nation's  financial  house 
in  order.  Now  is  the  time  to  reform  the  health  care  system,  but  not  raising  the  pre- 
miums everyday  citizens  pay  for  health  care.  Now  is  the  time  to  enact  a  line  item 
veto.  Now  is  the  time  to  cut  runaway  government  spending. 

Thank  you. 
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March  5,  1993 


Chairman  Martin  Olav  Sabo 
House  Committee  on  the  Budget 
214  O'Neill  House  Office  Building 
Washington,  D.C.    20515 

Dear  Mr.  Chairman: 
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On  behalf  of  the  Members  of  the  Congressional  Black  Caucus,  I  would  like  to  thank  you 
for  attending  our  March  3,  1993  Caucus  meeting.  Unfortunately,  previously  scheduled  activities 
made  it  impossible  for  us  to  participate  in  your  Members  and  Public  Witness  day.  We  however 
would  ask  that  the  record  reflect  the  Congressional  Black  Caucus'  intent  to  join  with  the  House 
Progressive  Caucus  in  offering  a  FY  '94  Alternative  Budget. 

During  our  discussion,  specific  reference  was  made  to  funding  for  Historically  Black 
Colleges  and  Universities  (HBCU's).  As  you  prepare  the  Chairman's  mark,  we  have  attached 
two  documents  which  highlight  several  critical  recommendations.  The  first  is  our  letter  to  Office 
of  Management  and  Budget  Director  Leon  Panetta,  specifically  asking  for  full  funding  for  the 
HBCU  Capital  Financing  Program.  The  second  is  a  series  of  initiatives  outlined  by  the  United 
Negro  College  Fund  that  includes  the  Capital  Financing  Program  and  other  projects  which  the 
Caucus  has  endorsed. 


Please  feel  free  to  contact  us  on  these  and  related  budget  issues, 
working  closely  with  you  during  this  Congress. 


We  look  forward  to 


Sincerely 


Enclosures 


KWEISI  MFUME 

Chairman 

Congressional  Black  Caucus 
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February  11,  1993 


Honorable  Leon  Panetta,  Director 
Office  of  Management  and  Budget 
Old  Executive  Office  Building 
Washington,  D.C.    20500 


•I  Rrp.i  -.    .-■■ 
tl     Jl   .   Ml     ») 

mo  rt 

>.  OH    *9 


lenm  Siol 

Ro««td  V    f»"  ■  ■•  .    CA  ' 
Chjftn  f   Kin«ri,  NY    II 

Cudm  forl.nt     II     ') 

Hj.oM  E    Foid.  TN  "IS 

JvltM  C    D-iOI.  CA    T« 

Mj*>r  t    0*tnt.  NY    13 

Fdolphwi  To*nt.  NY    13 

MM  '*  '-.     MO    II 

Milr  Fjp,.  MS   IT 

Flo>d  n*W.  Nl    IT 

Jehn  lrw».  CA    IT 

Kntm  Mfgme.  MD    IT 

Don*ld  M    P»>rw    Nj    19 

Cf«ij  A   ft-uhnglM,  IX    90 

Bjrbipj  Bom  Coll.ru.  Ml  '91 

Car»  Funkt.  '.  f   '*■ 

Elfjnoe  Holmft  Nonon.  DC  '91 

WilltMl  Jt  I  tenon,  LA  '91 

Maunr  Vim.  CA  '91 

Lunra  il»cl-rll.  PA  '91 

E'»  Ojjion.  NC  "91 

S*r.r..-  3  B.ihr.p    CA  '9} 

Co'.ir*  Bio-n    FL   '93 

J.m  0)bum.  SC   93 

CVo  F*ld».  LA   *J 

Al<r»  HaHinp,  FL  '93 

EmI  H.M.ird.  AL    93 

Edd*  Br-n.(f  Johnton.   TX     9) 

Cymh.j  MrKiniwj.  CA  '9) 

C*m«  Meek,  FL    93 

Mel  Sf.noidi.  II    9) 

Both  Ruth.  IL    9) 

Robrn  SVoit.  VA  '93 

Wilier  TuCict.  CA    93 

Mfltit  «'ai|,  NC    9) 

Alhrri   M)f>n.  MD    9J 

IS  Static 

C»rot  \lowb)  Bf»un.  IL  "93 


Dear  Mr.  Panetta: 

On  behalf  of  the  Congressional  Black  Caucus,  I  write  to  urge  you  to  include  funding  in 
the  Administration's  economic  stimulus  package  for  a  program  that  not  only  creates  thousands 
of  jobs,  but  does  so  while  strengthening  America's  educational  infrastructure.  Specifically,  I 
ask  that  you  include  in  the  stimulus  a  directive  that  "such  sums  as  may  be  necessary  be  provided 
for  the  Historically  Black  Colleges  and  Universities  (HBCU)  Capital  Financing  Program."  I 
know  that  the  Administration  has  already  received  requests  to  fund  this  program  in  the  FY94 
budget.  But  because  it  can  generate  immediate  and  significant  economic  activity,  I  urge  you  to 
fund  the  Capital  Financing  Program  at  the  earliest  opportunity. 

The  HBCU  Capital  Financing  Program  is  a  dramatic  public/private  partnership  that  will 
fund  desperately  needed  improvements  on  HBCU  campuses.  As  you  know,  this  program  was 
passed  by  Congress  with  broad  bi-partisan  support  and  signed  into  law  as  Title  VII,  Part  B  of 
the  Higher  Education  Amendments  of  1992. 

By  providing  a  federal  guarantee  for  a  $375  million  bond  issue,  the  Capital  Financing 
Program  uses  the  private  market  to  make  low  interest  capital  loans  to  HBCUs  with  little  or  no 
cost  to  the  government  -  loans  that  will  allow  black  colleges  to  renovate  dormitories,  construct 
new  laboratories  or  add  new  wings  to  existing  libraries. 
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Hon.  Leon  Panetla 
February  11,  1993 
Page  2 


Although  it  is  targeted  for  HBCUs,  the  Capital  Financing  Program  helps  achieve  much 
broader  goals  that  are  important  to  the  nation,  and  it  does  so  through  prudent  fiscal  policy.  The 
program: 

•  HELPS  CREATE  JOBS. 

By  supporting  $375  million  of  construction  activity,  the  Capital  Financing 
Program  helps  create  almost  9,000  full-time,  full  year  jobs,  many  of  them  in  communities  in 
dire  need  of  economic  revitalization. 

•  PROVIDES  VITAL  EDUCATIONAL  INFRASTRUCTURE  THAT 
WILL  HELP  KEEP  AMERICA  COMPETITIVE  INTO  THE  21st  CENTURY. 

There  are  over  $60  billion  dollars  of  infrastructure  improvement  needs  at 
America's  colleges  and  Universities.  $20  billion  of  them  are  urgent.  An  estimated  $2  billion 
is  reflected  inHBCU  campuses  --  schools  that  are  educating  an  increasing  percentage  of 
minorities  with  college  degrees.  These  are  students  who,  along  with  women  and  new 
immigrants,  will  comprise  80%  of  new  entrants  to  the  workforce  in  the  next  century.  If  we  are 
to  compete,  they  must  have  access  to  a  slate  of  the  art  education  and  the  facilities  needed  to 
support  it. 

•  RECOGNIZES  BUDGET  REALITffiS. 

By  merely  agreeing  to  cover  losses  on  private  market  loans,  the 
government  receives  $375  million  in  benefits  for  minimal  or  no  subsidy.  The  10%  escrow  that 
must  be  established  using  bond  proceeds  provides  a  non-federal  source.  This  initiative  will 
require  an  appropriation  of  no  more  than  $7.5  million  per  year  based  on  estimates  from  prior 
federal  capital  loan  programs  administered  by  the  Department  of  Education. 

Because  of  the  dramatic  impact  this  initiative  can  have  on  jobs  and  education.  I  urge  your 
support  for  funding  this  program  as  part  of  the  planned  economic  stimulus  package. 


Sincerely, 


VEISl  MFUME 
rm, 

ssional  Black 
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KO  United  Negro  College  Fund,  Inc. 

un ■ 
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RECOMMENDATIONS  FOR  STRENGTHENING 
HISTORICALLY  BLACK  COLLEGES  &  UNIVBRSITlES(HBCUs) 


FULLY  FUND  THE  FEDERAL  PELL  GRANT 

The  Federal  Pell  Grant  is  the  primary  financial  vehicle  for  providing  access  to 
college  for  all  low-income  students.  Unfortunately,  the  current  Pell  Grant  maximum 
award  will  decline  by  $100  in  the  upcoming  year-  going  from  $2,400  in  Academic  Year 
(AY)  1992-93  to  $2,300  in  AY  1993-94.  In  constant  dollar  terms,  the  Pell  Grant  has 
declined  by  one-third  since  1979-which  was  the  last  year  the  program  was  funded  at 
the  authorized  level. 

Recognizing  the  continuing  economic  threat  of  the  budget  deficit,  providing  full 
funding  for  the  Pell  Grant  must  be  viewed  as  a  critical  investment  in  the  long  term 
economic  prosperity  of  our  nation.  By  the  year  2000,  minorities-primarily  African- 
Americans,  will  make  up  one-third  of  all  new  entrants  into  the  workforce.  Creating  a 
better  educated  population  with  enhanced  skills  and  training,  especially  among  those 
traditionally  denied  access  to  higher  education,  will  only  result  in  greater  productivity 
and  increased  economic  strength  in  the  future. 

It  is  imperative  that  we  act  now  to  increase  access  to  higher  education  for  low- 
income  students  by  supporting  full  funding  for  the  Federal  Pell  Grant. 

MODIFY  HIGHER  EDUCATION  ACT  PROVISIONS  WHICH  DISCRIMINATE 
AGAINST  SMALLER  COLLEGES  WITH  HIGH  RATES  OF  DEFAULT  BUT 
LOW  DOLLAR  VOLUME  IN  DEFAULT 

The  recently  enacted  amendments  to  the  Higher  Education  Act  target  schools 
with  high  default  rates  for:  (1)  exclusion  from  the  Title  IV  programs  and  (2)  state 
review  and  scrutiny  of  their  administration  of  student  aid. 

UNCF  unsuccessfully  argued  that  the  focus  Bhould  be  placed  on  the  dollar 
amount  in  default  rather  than  the  institution's  default  percentage.  By  focusing  on 
default  percentages,  the  new  law  unfairly  discriminates  against  HBCUs  because  they 
admit  disproportionate  numbers  of  poor  and  educationally  disadvantaged  students, 
who  are  at  greater  risk  of  defaulting.  While  HBCUs  work  hard  to  keep  tuition  and 
coBtB  low,  the  inevitable  rise  in  costs,  coupled  with  the  drastic  decline  in  federal  and 
other  grant  aid,  force  most  minority  students  to  rely  more  heavily  on  loans  in  order 
to  enroll.  The  problem  is  further  compounded  by  the  proliferation  of  loan  programs 
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and  increases  in  loan  limits.  HBCUs  are  caught  in  a  "catch-22"  situation.  They  can 
either  continue  to  provide  access  to  capable  but  needy  students  and  risk  the 
institutions'  survival,  or  they  must  deny  access  to  poor  studentB  in  order  to  lessen  the 
likelihood  of  default.  There  are  no  winners  under  either  scenario. 

Equity  and  fairness  require  some  modification  in  the  current  law.  You  can  help 
by  supporting  technical  amendments  to  correct  those  provisions  which  negatively 
impact  HBCUs  and  smaller  colleges  and  universities  with  low  dollar  volume  in  default. 

IMPLEMENT  THE  HBCU  CAPITAL  FINANCING  PROGRAM 

The  HBCU  Capital  Financing  Program  is  a  dramatic  public/private  partnership 
that  will  fund  vital  improvements  on  HBCU  campuses  and  help  strengthen  America's 
educational  infrastructure.  This  program  was  passed  by  Congress  with  broad  bi- 
partisan support  and  signed  into  law  by  President  Bush  as  Title  VII,  Part  B  of  the 
Higher  Education  Amendments  of  1992. 

By  providing  a  federal  guarantee  for  a  $375  million  bond  issue,  the  Capital 
Financing  Program  useB  the  private  market  to  make  low  interest  capital  loans  to 
HBCUb  with  little  or  no  cost  to  the  government  •-  loans  that  will  allow  black  colleges 
to  renovate  dorms,  construct  new  laboratories  or  add  new  wings  to  existing  libraries. 

It  is  essential  that  this  program  move  forward  now,  not  only  to  meet  the 
overdue  educational  infrastructure  improvement  needs  that  will  keep  America 
competitive,  but  also  because  the  construction  activity  it  can  generate  will  provide 
needed  new  jobs  to  help  continue  America's  economic  recovery. 

The  Capital  Financing  Program  supports  these  key  policy  objectives  while  still 
recognizing  fiscal  realities.  By  merely  agreeing  to  cover  losses  on  private  market  loans, 
the  government  can  get  $375  million  in  benefits  for  minimal  subsidy.  The  precise 
appropriation  required  to  support  this  program  will  have  to  be  estimated  by  the  Office 
of  Management  and  Budget. 

We  ask  that  you  support  funding  for  the  HBCU  Capital  Financing  Program  in 
the  Education  Department's  FY94  budget. 

TRANSFER  THE  WHITK,  HOUSE  HBCU  EXECUTIVE  ORDER  PROGRAM  TO 
THE  EXECUTIVE  OFFICE  OF  THE  PRESIDENT 

The  White  House  HBCU  Initiative  was  created  by  executive  order  12677,  in 
part,  to  increase  HBCU  involvement  with  Federal  agencies.  However,  the  Initiative 
has  been  relatively  unsuccessful  in  achieving  this  goal. 
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The  problem  is  largely  structural.  Because  the  coordinating  function  is  located 
in  a  single  department  (Education),  the  Initiative  does  not  enjoy  the  prestige,  respect, 
nor  does  it  achieve  the  proper  response  from  other  federal  departments  and  agencieB. 
Further,  the  new  Executive  Order  should  instruct  the  Federal  departments  and 
agencies  to  include  a  specified  funding  goal  in  their  strategies  for  increased  HBCU 
participation. 

The  goal  should  be  a  percentage  of  the  total  cost  of  the  program  or  the  portion 
of  the  program  for  which  there  will  be  Higher  Education  Institution  involvement. 
Allocations  should  include  funds  for  infrastructure  or  capacity-building  purposes. 
Strategies  should  also  be  developed  to  establish  consortia  between  HBCUs  and  Major 
Research  Institutions,  and  subcontracting  between  Federal  prime  contractors  and 
HBCUb. 

As  new  policies  are  being  formulated,  there  must  be  calculated  efforts  to  fully 
integrate  HBCUs  into  the  Federal  government's  attempts  to  revitalize  the  nation. 
Locating  the  Executive  Order  program  in  the  White  House  or  the  Office  of 
Management  and  Budget  is  essentinl  to  securing  the  goals  and  objectives  originally 
envisioned.  Communicating  your  support  of  this  effort  to  President  Clinton  would  be 
greatly  appreciated. 


SUPPORT  THE  HBCU  HISTORIC  PRESERVATION  INITIATIVE 

Many  of  the  historic  structures  that  serve  to  physically  attest  to  the 
contributions  that  HBCUs  have  made  in  educating  this  nation's  citizens  are  at  risk  of 
being  lost  forever.  If  vital  repairs  are  not  made  to  preserve  the  foundation  of  the 
existing  structures,  they  will  perish  by  way  of  the  wrecking  ball  or  acts  of  nature. 

Recognizing  thiB  fact,  the  Department  of  the  Interior  has  taken  the  leadership 
in  launching  a  major  precedent-settingproject  aimed  at  preserving  those  structures  on 
HBCU  campuses  considered  to  be  the  most  significant  and  threatened.  The  project  haa 
been  established  as  the  "HBCU  Historic  Preservation  Initiative." 

The  HBCU  Historic  Preservation  Initiative  is  a  proposed  public-private 
partnership  between  the  federal  government  and  UNCF  to  save  critically  threatened 
historic  buildings  on  HBCU  campuses.  Every  federal  dollar  for  this  program  will  be 
fully  matched  through  UNCF,  allowing  Bcarce  government  resources  to  stretch  twice 
as  far. 

The  Department  of  the  Interior/Private  Sector  Field  Assessment  Team  headed 
by  the  National  Park  Service  made  a  final  field  evaluation  and  efforts  have  begun  to 
organize  external  public  and  private  recognition  and  support  for  preservation  and 
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protection  of  the  buildings.  Of  the  144  buildings  nominated  in  an  initial  survey,  only 
11  met  the  critically  threatened  test. 

We  have  asked  Secretary-designate  Bruce  Babbitt,  to  include  $10  million  in  the 
Interior  Department's  FY94  budget  to  fund  this  important  project.  We  ask  that  you 
strongly  endorse  this  request. 


ENSURE  EFFECTIVE  FEDERAL  OVERSIGHT  OF  HIGHER  EDUCATION 
DESEGREGATION  POST  AYER3 

The  Supreme  Court  in  Avers  v.  Fpidjcfi,  recently  determined  that  the  State  of 
Mississippi  was  continuing  to  operate  a  dual  system  of  higher  education  which 
perpetuated  the  vestiges  of  discrimination  in  higher  education.  The  case  is  now  back 
before  the  U.S.  District  Court  to  resolve  a  number  of  thorny  queations,  including  the 
State's  responsibility  to  disestablish  the  dual  system  and  to  assure  the  quality  of 
educational  opportunity  at  ail  institutions. 

There  are  two  critical  issues  for  black  colleges.  First,  is  the  enhancement  of 
black  institutions  to  assure  quality  and  encourage  student  diversity.  Second,  is  the 
threat  of  the  closure  or  merger  of  historically  black  institutions  with  traditionally 
white  institutions. 

We  recommend  that  both  the  Department  of  Justice  and  the  Department  of 
Education  support  the  HBCUs  in  Mississippi,  as  well  as  those  in  other  states  under 
desegregation  orders,  and  monitor  carefully  the  actions  of  the  affected  states  as  they 
attempt  to  comply  with  the  Avers  decision. 
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Prepared  Statement  of  Hon.  Elizabeth  Furse,  a  Representative  in  Congress 

from  the  State  of  Oregon 

Mr.  Chairman,  thank  you  for  giving  me  the  opportunity  to  testify  before  your 
committee  today.  My  gratitude  also  goes  to  the  members  of  this  committee  on  both 
sides  of  the  aisle  who  are  working  so  hard  to  expedite  this  year's  historic  budget 
process. 

President  Clinton's  "Vision  of  Change  for  America"  represents  a  bold  move  away 
from  the  status  quo  and  toward  a  sound  budget  track.  With  the  Nation  spending 
over  $200  billion  dollars  a  year  in  interest  payments  alone  on  the  debt,  the  move  to 
reduce  the  deficit  by  $325  billion  is  an  absolute  necessity  to  ensure  the  economic 
outlook  of  our  Nation,  and  our  children's  future.  I  applaud  the  President's  proposals 
for  downsizing  our  military  in  light  of  the  end  of  the  cold  war,  and  I  look  forward  to 
working  with  him  in  identifying  additional  opportunities  to  divert  resources  to 
America's  true  national  security.  What  I  find  most  dramatic  about  the  President's 
proposal,  Mr.  Chairman,  is  that  it  is  designed  to  seriously  address  the  deficit  while 
increasing  the  number  of  jobs  and  refocusing  our  priorities  on  our  people  here  at 
home.  President  Clinton's  call  for  investment  is  not  some  euphemism,  Mr.  Chair- 
man. It  is  a  fundamental  change  in  policy  which  embodies  the  ideological  chasm  be- 
tween the  neglect  of  the  last  twelve  years  and  the  hope  of  the  next  four. 

I  am  particularly  pleased  to  see  the  President  call  for  increased  investment  in  in- 
frastructure and  the  environment.  The  President's  proposals  would  mean  nearly  an 
additional  $40  million  in  highway  and  transit  dollars  for  Oregon  this  year.  These 
funds  will  go  a  long  way  toward  creating  good-paying  jobs  and  will  also  speed  up  by 
six  months  to  a  year  projects  which  already  have  substantial  work  completed.  In  my 
district,  we  are  very  proud  of  the  work  that  has  been  done  by  our  local  transit 
agency,  Tri-Met,  on  the  light  rail  project.  The  additional  funds  of  $750  million  for 
mass  transit  will  give  Tri-Met  additional  resources  to  carry  out  their  vital  mission. 
Further,  as  one  of  the  five  nationally  recognized  high  speed  rail  corridors,  President 
Clinton's  commitment  to  advancing  high  speed  rail  ensures  that  Oregon  will  benefit 
from  this  provision  of  the  stimulus  package.  I  would  urge  the  committee  to  also  con- 
sider including  full  funding  for  the  Intermodal  Surface  Transportation  Efficiency 
Act  (ISTEA)  in  its  budget  resolution.  While  I  applaud  President  Clinton's  commit- 
ment to  infrastructure  in  his  stimulus  plan,  full  funding  for  ISTEA  will  ensure  that 
the  comprehensive  national  transportation  goals,  established  by  Congress  with  pas- 
sage of  ISTEA  in  1991,  will  be  realized. 

The  President's  budget  also  emphasizes  the  fact  that  environmental  improve- 
ments do  not  have  to  come  at  the  expense  of  jobs.  Investment  in  environmental 
technologies  will  keep  America  on  the  cutting  edge  of  an  emerging  industry  that  is 
becoming  more  important  with  every  passing  day.  In  my  district  in  Oregon,  we  take 
great  pride  in  having  a  community  of  businesses  that  lead  the  Nation — in  fact,  the 
globe — in  the  development  of  certain  kinds  of  environmental  technology.  I  heartily 
applaud  President  Clinton's  request  for  additional  funds  for  the  EPA,  and  the  De- 
partments of  Commerce  and  Energy,  to  expand  efforts  to  develop  environmentally 
clean  manufacturing,  waste  treatment,  and  pollution  prevention  technologies  for 
commercial  applications.  Now  is  the  time  to  convert  defense  research  and  develop- 
ment into  programs  with  civilian  or  dual  use  applications.  It  is  essential  to  Ameri- 
ca's economic  future. 

I  hope  the  committee  will  support  the  $36  million  for  the  new  EPA  program  to 
coordinate  federal  and  private  industry  efforts  in  environmental  technology.  The  ad- 
ditional $94  million  in  FY  1993  for  the  expansion  of  Department  of  Energy  efforts  to 
transfer  newly  developed  technology  to  the  private  sector  is  also  most  welcome.  Half 
of  this  amount  would  be  reprogrammed  from  the  Department  of  Defense  to  DOE's 
cooperative  research  and  development  agreement  activities  with  industry  and  re- 
search institutions.  I  support  a  carefully  planned  transition  from  a  defense-oriented 
national  R&D  plan  to  one  with  civilian  emphasis.  This  will  encourage  government 
to  once  again  work  hand  in  hand  with  business  to  continue  America's  technological 
leadership. 

Mr.  Chairman,  I  support  funding  increases  for  programs  which  will  most  effec- 
tively and  efficiently  implement  the  goals  of  developing  and  marketing  U.S.  envi- 
ronmental technology,  particularly  foi  export.  I  know  well  that  there  is  wide  con- 
sensus that  cuts  in  spending  are  central  to  any  economic  package,  and  government 
simply  must  do  more  than  throw  money  at  a  problem.  Congress  must  encourage 
what  works. 

Mr.  Chairman,  the  President  has  presented  us  with  a  bold,  comprehensive  propos- 
al. A  proposal  for  change.  A  proposal  to  get  America  back  on  track.  It's  always  easy 
to  find  fault,  to  resist  change,  to  be  parochial.  But  our  task  as  leaders  is  to  do  what 
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is  right  for  America.  President  Clinton's  economic  plan  is  a  sorely  needed,  historic 
departure  from  the  part.  I  urge  the  committee  to  stand  with  him  in  his  courageous 
proposal  for  a  better  tomorrow — for  all  of  us. 


Prepared  Statement  of  Hon.  Porter  J.  Goss,  a  Representative  in  Congress 

from  the  State  of  Florida 

Mr.  Chairman:  Good  morning,  I  certainly  appreciate  the  opportunity  to  share  my 
thoughts  before  your  committee  today,  especially  as  you  consider  the  critical  issue  of 
President  Clinton's  1994  budget  proposals. 

As  members  of  this  committee  know  very  well,  budgets  are  about  choices  .  . .  tough 
choices.  These  choices  have  become  increasingly  limited  due  to  the  vastness  of  our 
yearly  budget  deficits  and  our  cumulative  debt.  Affordability  has  to  become  our 
number  one  concern,  along  with  realization  that  the  federal  government  can  no 
longer  be  all  things  to  all  people.  The  balancing  act  between  government's  moral 
obligation  to  the  welfare  of  its  citizens  and  what  government  can  responsibly  afford 
is  becoming  increasingly  treacherous.  We're  broke.  Worse  than  that,  we're  trillions 
of  dollars  in  debt. 

I  applaud  the  President  for  his  gumption  and  eagerness  to  tackle  what  is  certain- 
ly the  thorniest  and  most  complex  issue  facing  this  nation:  How  to  allocate  fairly 
and  responsibly  the  scarce  resources  available.  By  now,  those  of  us  in  Congress  and 
most  of  the  American  people  know  basically  what  the  plan  calls  for  and  the  prior- 
ities it  sets.  In  response,  I  add  my  voice  to  the  many  who  believe  that  if  we  are 
serious  about  deficit  reduction  and  encouraging  economic  growth,  cutting  govern- 
ment spending — not  raising  taxes — must  be  our  focus. 

President  Clinton  has  opted  to  include  a  massive  tax  increase  in  his  budget.  Cer- 
tainly, Americans  are  willing  to  sacrifice  to  improve  the  nation's  budget.  They  want 
to  respond  to  this  call  for  the  good  of  the  country.  But  tell  us  what  they  are  sacrific- 
ing for.  Just  exactly  how  is  Washington  . .  .  and  this  committee  . .  .  going  to  spend 
their  tax  dollars.  Are  we  going  to  continue  to  fund  yesterday's  priorities,  or  are  we 
going  to  reinvent  government  by  reinventing  government's  spending  priorities. 

Although  we  may  disagree  on  where  and  how  much  to  cut,  certainly  there  is  ac- 
knowledgment that  government  continues  to  fund  programs  that  have  outlived 
their  usefulness,  duplicate  other  activities  in  both  private  and  public  sectors,  or  are 
otherwise  unjustified  in  this  present  budget  climate. 

Each  year,  credible  sources  such  as  the  Congressional  Budget  Office,  the  Heritage 
Foundation,  the  General  Accounting  Office,  and  local  watchdog  groups  identify  bil- 
lions in  such  programs.  Few  if  any  are  ever  implemented.  Government  continues  to 
pour  billions  into  low  priority  items,  deficits  grow  larger,  and  the  temptation  to  find 
the  "easy  way  out"  by  raising  taxes  mounts.  However,  as  we  know  from  our  experi- 
ence with  the  1990  Budget  Act,  reliance  on  tax  increases  not  only  slows  economic 
growth  and  stifles  job  creation,  but  adds  to  budget  deficits  as  Congress  continues  to 
spend  "newfound"  revenues. 

Yes,  I  do  have  specifics  ...  50  of  them  that  if  implemented  would  save  $191  billion 
over  5  years.  I  have  introduced  H.  Res.  105,  which  instructs  this  committee  to  in- 
clude these  cuts  or  be  able  to  justify — on  a  program-by-program  basis — why  further 
expenditures  in  these  areas  is  necessary.  I  have  included  a  copy  of  the  list  and  a 
copy  of  the  legislation  with  my  testimony. 

As  you  examine  the  list,  you  will  discover  that  my  suggestions  eliminate  some  ag- 
ricultural subsidies  and  programs,  reduce  personnel  and  downsizing  the  government 
bureaucracy  to  make  it  more  efficient.  Again,  with  very  few  exceptions,  these  are 
suggestions  that  have  been  put  forward  in  the  past  by  the  groups  mentioned  above. 
I  believe  each  is  an  example  of  government  spending  that  must  be  justified,  espe- 
cially when  juxtaposed  with  the  fierce  competition  for  budget  dollars  among  the 
many  legitimate  needs  deserving  federal  support. 

There  are  opportunities  to  cut  spending  above  and  beyond  what  President  Clinton 
has  proposed  without  seriously  undermining  government's  appropriate  role.  The 
cuts  I  have  proposed  are  just  a  fraction  of  the  suggestion  and  ideas  available.  If  fully 
taken  advantage  of,  these  additional  cuts  could  mitigate,  or  remove  entirely,  the 
need  for  additional  taxes  on  the  American  people.  I  respectfully  submit  that  this 
course  would  be  better  not  only  for  the  credibility  of  this  Congress,  but  for  the  econ- 
omy as  a  whole. 
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103d  CONGRESS 

1st  Session 


h.  res.  /or 


IN  THE  HOUSE  OF  REPRESENTATIVES 


Mr.  Goss  submitted  the  following  resolution;  which  was  referred  to  the 
Committee  on 


RESOLUTION 

Instructing  the  Committee  on  the  Budget  to  make  the  precise 
spending  cuts  set  forth  in  this  resolution  to  save  $190 
billion  over  the  next  5  fiscal  years  unless  the  committee 
determines  that  any  such  cuts  would  be  unjustified. 

1  Resolved,  That  (a)  the  Committee  on  the  Budget  is 

2  authorized  and  directed  to  report  a  concurrent  resolution 

3  on  the  budget  for  fiscal  year  1994  that  includes  the  spend- 

4  ing  reductions  set  forth  in  subsection  (b)  over  the  5-year 

5  period  beginning  with  fiscal  year  1994  which  would  save 

6  $190  billion,  unless  the  committee  determines  that  any 

7  such  cuts  would  be  unjustified.  Any  such  determination 

8  shall  be  set  forth  in  the  report  accompanying  that  concur- 
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1  rent  resolution,  which  report  shall  include  the  reasons  for 

2  each  such  determination. 

3  (b)  The  spending  reductions  referred  to  in  subsection 

4  (a)  are  the  following: 

5  (1)     Cancel     the     National    Aerospace     Plane 

6  (NASP). 

7  (2)   Continue  partial  civilian  hiring  freeze  for 

8  DOD  through  1997. 

9  (3)     Cancel    NASA's    advanced    solid    rocket 

10  motor. 

11  (4)  Cancel  the  Superconducting  Supercollider. 

12  (5)  Cut  space  station  funding  by  15  percent. 

13  (6)  Eliminate  below-cost  timber  sales  from  na- 

14  tional  forests. 

15  (7)  Lower  target  prices  for  subsidized  crops  by 

16  3  percent  annually. 

17  (8)  Eliminate  price  support  for  wool  and  mo- 

18  hair. 

19  (9)  Eliminate  the  honey  program. 

20  (10)  Eliminate  the  market  promotion  program. 

21  (11)  End  the  Federal  crop  insurance  program 

22  and  replace  with  standing  authority  for  disaster  as- 

23  sistance. 

24  (12)    Limit  Federal   highway  spending  to   the 

25  amount  brought  in  by  motor  vehicle  fuel  taxes. 
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1  (13)  Repeal  the  Davis-Bacon  Act. 

2  (14)    Reduce    Commodity    Credit    Corporation 

3  subsidies    to    those    with    off-farm    incomes    over 

4  $100,000. 

5  (15)    Extend   the   current  law   eliminating  the 

6  statute  of  limitations  on  collecting  defaulted  student 

7  loans. 

8  (16)  Terminate  most  Federal  commissions 

9  (17)   Fully  implement  H.R.   2452   (102d  Con- 

10  gress)    to    provide    additional    energy    conservation 

11  measures  for  Federal  agencies. 

12  (18)  Enact  H.R.   1080  to  prohibit  direct  Fed- 

13  eral  benefits  and  unemployment  benefits  to  illegal 

14  aliens. 

15  (19)   Eliminate  the  tobacco  price-support  pro- 

16  gram. 

17  (20)  Consolidate  the  Office  of  Bureau  of  Indian 

18  Affairs. 

19  (21)  Close  20  underutilized  black  lung  offices. 

20  (22)  Bring  Government  Printing  Office  wages 

21  in  line  with  Federal  Government  counterparts. 

22  (23)    Allow   private    sector   investment    in   the 

23  space  shuttle. 
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1  (24)  Eliminate  Farmer's  Home  Administration 

2  (FmHA)  duplication  with  Small  Business  Adminis- 

3  tration. 

4  (25)  Eliminate  the  Rural  Electrification  Admin- 

5  istration. 

6  (26)    Terminate    all    highway    "demonstration 

7  projects". 

8  (27)  Lower  by  15  percent  the  travel  budgets  of 

9  nonpostal  civilian  agencies,  then  cap  future  growth 

10  at  the  inflation  rate. 

11  (28)   Lower  by  10  percent  per  year  the  pro- 

12  jected   growth   rate    of  nonpostal   civilian   agencies' 

13  overhead  costs,  excluding  travel. 

14  (29)    Abolish   cotton   price    supports    and   loan 

15  programs. 

16  (30)  Cut  the  foreign  affairs  budget  (major  func- 

17  tional  category  150)  by  15  percent. 

18  (31)  Phase  out  the  Foreign  Agricultural  Service 

19  cooperation  funding. 

20  (32)  Eliminate  the  Appalachian  Regional  Com- 

21  mission. 

22  (33)    Roll   back   Members'    and   Senators'    pay 

23  raise  to  $89,500. 
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1  (34)  Sell  the  national  helium  reserves  to  a  joint 

2  venture  comprised  of  current  employees  and  other 

3  private  investors. 

4  (35)  Sunset  appropriations  to  former  Speakers 

5  of  the  House  after  3  years. 

6  (36)  Reduce  the  franking  allocation  to  Members 

7  of  Congress  by  50  percent. 

8  (37)  Cut  the  National  Endowment  for  the  Arts 

9  by  50  percent. 

10  (38)  Cut  funding  for  the  Corporation  for  Public 

11  Broadcasting  by  50  percent. 

12  (39)  Phase  out  subsidies  for  Amtrak. 

13  (40)  Phase  out  A.C.T.I.O.N  as  a  tax  supported 

14  program. 

15  (41)  Raise  grazing  fees. 

16  (42)  Facilitate  contracting  out  and  privatization 

17  of  military  commissaries. 

18  (43)   Close  the  Interstate  Commerce  Commis- 

19  sion. 

20  (44)  Phase  out  the  United  States  Fire  Adminis- 

21  tration. 

22  (45)    End    funding    for    all    nonenergy   related 

23  Tennessee  Valley  Authority  activities. 

24  (46)  Eliminate  essential  air  services  subsidies. 

25  (47)  Eliminate  consumer  homemaking  grants. 
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1  (48)    Privatize    the    House    and    Senate    gvm- 

2  nasiums. 

3  (49)   Reduce  the  legislative  branch  appropria- 

4  tion  by  25  percent. 

5  (50)  Close  the  Bureau  of  Mines  and  mergre  its 

6  data  gathering  activities  with  other  Department  of 

7  the  Interior  research  agencies. 
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PROPOSED  CUTS  AND  SAVINGS 

(savings  are  in  millions  over  5  years) 


1.  CANCEL  THE  NATIONAL  AEROSPACE  PLANE  (NASP)  —  $610 

2.  CONTINUE  PARTIAL  CIVILIAN  HIRING  FREEZE  FOR  D.O.D.  THRU  1997  — 
$8,850 

3.  CANCEL  NASA'S  ADVANCED  SOLID  ROCKET  MOTOR  —  $1,650 

4.  CANCEL  THE  SUPERCONDUCTING  SUPERCOLLIDER  --  $  2,300 

5.  CUT  SPACE  STATION  FUNDING  BY  15%  —  $1,560 

6.  ELIMINATE  BELOW-COST  TIMBER  SALES  FROM  NATIONAL  FORESTS  —  $230 

7.  LOWER  TARGET  PRICES  FOR  SUBSIDIZED  CROPS  BY  3%  ANNUALLY  — 
$11,200 

8.  ELIMINATE  PRICE  SUPPORT  FOR  WOOL  AND  MOHAIR  —  $7  60 

9.  ELIMINATE  THE  HONEY  PROGRAM  --  $60 

10.  ELIMINATE  THE  MARKET  PROMOTION  PROGRAM  --  $900 

11.  END  THE  FEDERAL  CROP  INSURANCE  PROGRAM  AND  REPLACE  WITH 
STANDING  AUTHORITY  FOR  DISASTER  ASSISTANCE  —  $2,410 

12.  LIMIT  FEDERAL  HIGHWAY  SPENDING  TO  THE  AMOUNT  BROUGHT  IN  BY 
MOTOR  VEHICLE  FUEL  TAXES  —  $8,850 

13.  REPEAL  THE  DAVIS-BACON  ACT  —  $5,329 

14.  REDUCE  COMMODITY  CREDIT  CORPORATION  SUBSIDIES  TO  THOSE  WITH 
OFF-FARM  INCOMES  OVER  $100,000  —  $660 

15.  EXTEND  THE  CURRENT  LAW  ELIMINATING  THE  STATUTE  OF  LIMITATIONS 
ON  COLLECTING  DEFAULTED  STUDENT  LOANS  --  $266 

16.  TERMINATE  MOST  FEDERAL  COMMISSIONS  —  $1,167 

17.  FULLY  IMPLEMENT  H.R.  2452  (102ND)  TO  PROVIDE  ADDITIONAL  ENERGY 
CONSERVATION  MEASURES  FORE  FEDERAL  AGENCIES  —  $1,900 

18.  FULLY  IMPLEMENT  H.R.  1080  TO  PROHIBIT  DIRECT  FEDERAL 
BENEFITS  AND  UNEMPLOYMENT  BENEFITS  TO  ILLEGAL  ALIENS 
--  $27,000 

19.  ELIMINATE  THE  TOBACCO  PRICE-SUPPORT  PROGRAM  —  $665 

20.  CONSOLIDATE  THE  OFFICE  OF  BUREAU  OF  INDIAN  AFFAIRS  —  $53 

21.  CLOSE  20  UNDER-UTILIZED  BLACK  LUNG  OFFICES  —  $.3 

22.  BRING  GOVERNMENT  PRINTING  OFFICE  WAGES  IN  LINE  WITH  FEDERAL 
GOVERNMENT  COUNTERPARTS  —  $6  3 

23.  ALLOW  PRIVATE  SECTOR  INVESTMENT  IN  THE  SPACE  SHUTTLE  —  $1,522 

24.  ELIMINATE  FARMER'S  HOME  ADMINISTRATION  (FmHA)  DUPLICATION  WITH 
SMALL  BUSINESS  ADMINISTRATION.  --  $913 

25.  ELIMINATE  THE  RURAL  ELECTRIFICATION  ADMINISTRATION  —  $660 

26.  TERMINATE  ALL  HIGHWAY  "DEMONSTRATION  PROJECTS"  —  $4,300 
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27.  LOWER  BY  15%  THE  TRAVEL  BUDGETS  OF  NON-POSTAL  CIVILIAN 
AGENCIES,  THEN  CAP  FUTURE  GROWTH  AT  THE  INFLATION  RATE  — 
$2,000 

28.  LOWER  BY  10%  PER  ANNUM  THE  PROJECTED  GROWTH  RATE  OF  NON-POSTAL 
CIVILIAN  AGENCIES '  OVERHEAD  COSTS  —  EXCLUDING  TRAVEL  — 
$64,000 

29.  ABOLISH  COTTON  PRICE  SUPPORTS  AND  LOAN  PROGRAMS  —  $12,700 

30.  CUT  THE  FOREIGN  AID  BUDGET  (150  ACCOUNT)  BY  15%  AND  MAKE 

ALL  EARMARKS  IN  THAT  ACCOUNT  SUBJECT  TO  A  TWO  THIRDS  VOTE  FOR 
PASSAGE  —  app.  $11,000 

31.  PHASE  OUT  THE  FOREIGN  AGRICULTURAL  SERVICE  COOPERATION  FUNDING 
—  $70 

32.  ELIMINATE  THE  APPALACHIAN  REGIONAL  COMMISSION  —  $530 

33.  ROLL  BACK  CONGRESSIONAL  PAY  RAISE  TO  $89,500 —  $118 

34.  SELL  THE  NATIONAL  HELIUM  RESERVES  TO  A  JOINT  VENTURE  OF 
COMPRISED  OF  CURRENT  EMPLOYEES  AND  OTHER  PRIVATE  INVESTORS  — 
$692 

35.  SUNSET  APPROPRIATIONS  TO  FORMER  SPEAKERS  OF  THE  HOUSE  AFTER 
THREE  YEARS  —  $3.5 

36.  REDUCE  THE  FRANKING  ALLOCATION  TO  MEMBERS  OF  CONGRESS  BY  50%  — 
$200 

37.  CUT  THE  NATIONAL  ENDOWMENT  FOR  THE  ARTS  BY  50%  —  $2,600 

38.  CUT  FUNDING  FOR  THE  CORPORATION  FOR  PUBLIC  BROADCASTING  BY  50% 
--  $883 

39.  PHASE  OUT  SUBSIDIES  FOR  AMTRAK  —  $2,660 

40.  PHASE  OUT  A. C.T.I. O.N  (UMBRELLA  ORGANIZATION  FOR  DOMESTIC 
VOLUNTEER  ACTIVITIES)  AS  A  TAX  SUPPORTED  PROGRAM  --  $660 

41.  RAISE  GRAZING  FEES  —  $50 

42.  FACILITATE  CONTRACTING  OUT  AND  PRIVATIZATION  OF  MILITARY 
COMMISSARIES  —  $4,200 

43.  CLOSE  THE  INTERSTATE  COMMERCE  COMMISSION  —  $145 

44.  PHASE  OUT  THE  U.S.  FIRE  ADMINISTRATION  —  $10 

45.  END  FUNDING  FOR  ALL  NON-ENERGY  RELATED  TENNESSEE  VALLEY 
AUTHORITY  ACTIVITIES  —  $580 

46.  ELIMINATE  ESSENTIAL  AIR  SERVICES  SUBSIDIES  —  $195 

47.  ELIMINATE  CONSUMER  HOMEMAKING  GRANTS  —  $140 

48.  PRIVATIZE  THE  HOUSE  AND  SENATE  GYMNASIUMS  --  $1 

49.  REDUCE  THE  LEGISLATIVE  BRANCH  APPROPRIATION  BY  25%  —  3,474 

50.  CLOSE  THE  BUREAU  OF  MINES  AND  MERGE  ITS  DATA  GATHERING 
ACTIVITIES  WITH  OTHER  INTERIOR  DEPARTMENT  RESEARCH  AGENCIES  — 
$140 

TOTAL  SAVINGS  OVER  5  YEARS  —  $  191  BILLION 
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Prepared  Statement  of  Hon.  Joel  Hefley,  a  Representative  in  Congress  from 

the  State  of  Colorado 

Mr.  Chairman,  thank  you  for  giving  me  the  opportunity  to  present  my  views 
before  the  committee. 

Last  month,  President  Bill  Clinton  stood  before  the  Members  of  Congress  and  pre- 
sented his  budget  outline  for  the  upcoming  five  years.  At  the  time,  he  addressed  his 
critics  by  stating,  "All  those  who  say  we  should  cut  more,  be  specific  as  I  have 
been." 

Well,  Congress  has  responded  to  the  challenge.  At  my  last  count,  no  less  than 
half-a-dozen  members  have  put  together  proposals  to  cut  spending  and  reduce  the 
deficit.  The  cuts  included  in  these  packages  range  from  $97  billion  over  five  years  to 
an  admirable  $679  billion. 

H.R.  895,  H.R.  896 

So,  in  the  spirit  of  being  specific  with  our  spending  cuts,  I  would  like  to  encourage 
the  committee  to  consider  two  bills  that  I  have  introduced  in  the  last  four  Congress- 
es to  eliminate  two  small  agencies  and  cut  the  deficit;  H.R.  895,  to  abolish  the  Eco- 
nomic Development  Administration,  and  H.R.  896,  to  abolish  the  Interstate  Com- 
merce Commission. 

Let  me  go  into  why  I  think  these  two  agencies  should  be  terminated. 

EDA 

The  Economic  Development  Administration  was  created  in  1965  as  part  of  the 
Great  Society.  It  was  designed  to  administer  programs  providing  assistance  to 
states,  counties,  cities,  and  communities  suffering  from  substantial,  persistent,  or  po- 
tential unemployment  and  underemployment. 

In  its  inception,  the  EDA  was  established  to  provide  assistance  to  rural  areas. 
Over  the  years,  the  EDA's  mission  was  broadened  to  encompass  urban  areas  and  it 
began  to  make  direct  and  guaranteed  loans  to  private  businesses  while  continuing 
to  provide  grants  to  state  and  local  governments. 

In  1976,  the  EDA  was  selected  by  the  Carter  administration  to  lead  its  urban  re- 
newal program.  At  that  point,  it  was  offered  to  the  public  as  a  vehicle  for  targeting 
investment  and  leveraging  public  monies  to  attract  private  funds;  a  public-private 
partnership  to  stimulate  the  economic  development  of  distressed  areas. 

Instead  of  symbolizing  the  new  partnership  between  public  and  private  interests, 
however,  the  EDA  has  come  to  represent  government  waste  and  inefficiency  with  a 
legacy  of  poor  management  and  poorer  investments. 

The  Carter  Administration's  decision  to  make  a  flagship  out  of  the  EDA  turned 
out  to  be  the  program's  Midas  touch.  Propelled  out  of  obscurity,  the  newly  enlarged 
administration  began  attracting  headlines  and  the  EDA's  underlying  faults  became 
readily  apparent. 

In  1981,  citing  a  legacy  of  failed  projects  and  pork-riddled  investments,  the 
Reagan  administration  targeted  the  EDA  for  elimination.  What  followed  was  a 
decade-long  battle  between  Congress  and  the  Reagan  and  Bush  administrations  that 
ended  when  Bill  Clinton  was  elected  to  the  White  House. 

During  the  decade,  the  budget  for  the  EDA  dropped  precipitously.  From  a  high 
during  the  Carter  administration  of  over  a  billion  dollars,  the  EDA's  budget  fell  to 
$257  million  in  FY  1992. 

The  bill  I  have  introduced  would  terminate  the  EDA  taking  effect  in  FY  1994.  The 
bill  would  authorize  the  Secretary  of  Commerce  to  continue  to  operate  the  EDA's 
revolving  fund  until  all  its  current  obligations  are  concluded. 

In  introducing  this  bill,  I  am  not  attacking  the  people  who  work  at  the  EDA.  The 
EDA's  problems  can  be  attributed  to  an  unworkable  mandate  and  congressional  mi- 
cromanagement,  not  a  lack  of  effort  by  its  civil  servants. 

I  am  also  not  attempting  to  eliminate  legitimate  federal  assistance  to  state  and 
local  governments.  The  Community  Development  Block  Grant  program  currently 
serves  many  of  the  same  constituents  served  by  the  EDA.  The  CDBG  program  does 
it  better,  with  fewer  controversies  and  embarrassments. 

Instead,  this  legislation  is  an  attack  on  government  waste.  The  EDA  has  invested 
in  empty  industrial  parks,  roads  that  lead  nowhere,  and  sewer  hookups  to  empty 
fields.  At  one  point,  over  40  percent  of  the  businesses  invested  in  by  the  EDA  were 
in  default. 
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It's  also  an  attack  on  pork-barrel  spending.  When  the  EDA  was  created,  twelve 
percent  of  the  population  qualified  for  EDA  grants.  Today,  ninety  percent  of  the 
country  lives  in  areas  eligible  for  EDA  assistance. 

Obviously,  ninety  percent  of  this  country  is  not  economically  distressed.  Instead, 
eagerly  seeking  out  federal  dollars,  Congress  has  expanded  the  EDA's  jurisdiction  to 
the  point  where  its  original  mandate  to  assist  areas  with  high  unemployment  has 
become  meaningless. 

Furthermore,  there  is  a  long  list  of  examples  where  individual  congressmen  have 
forced  the  EDA  to  fund  projects  that  were  ineligible  for  EDA  assistance.  In  other 
words,  the  EDA  has  evolved  into  a  pork-barrel  slush  fund  for  powerful  Members  of 
Congress  and  their  friends. 

THE  ICC 

The  ICC,  on  the  other  hand,  has  a  much  longer  and  more  respectable  history.  It 
was  created  in  1887  in  response  to  public  outcry  over  abuses  committed  by  the 
emerging  railroad  industry.  The  legislation  which  created  the  ICC,  the  Interstate 
Commerce  Act,  required  that  rates  be  "reasonable  and  just"  and  prohibited  discrim- 
ination, price  fixing,  or  rebates.  The  bill  comprised  10  pages  of  legislation. 

Years  later,  after  the  ICC's  responsibilities  had  been  expanded  to  include  the 
trucking,  busing,  and  moving  industries,  that  act  had  over  500  pages  of  statutes. 

This  growth  would  be  fine  if  there  were  a  real  need  for  the  work  that  the  ICC 
does.  The  purpose  of  the  ICC  is  to  protect  consumers  and  shippers  from  discrimina- 
tion and  cut-throat  pricing  practices.  At  one  time,  the  ICC  may  have  played  an  im- 
portant role  in  curbing  these  abuses  and  enabling  infant  industries  and  communi- 
ties to  develop  and  prosper. 

Eighty  years  after  its  inception,  however,  those  industries  regulated  by  the  ICC 
were  definitely  not  prospering.  Many  observers  believed  that  rather  than  protect 
consumers  and  shippers,  the  primary  effect  of  the  ICC's  policies  was  to  protect  es- 
tablished companies  from  competition,  inflating  rates,  and  taking  billions  from  con- 
sumers through  excess  charges. 

In  response  to  these  concerns,  Congress  initiated  a  wave  of  reforms  that  deregu- 
lated to  one  degree  or  another  all  of  the  industries  under  the  ICC's  authority.  These 
reforms  included  the  Staggers  Rail  Act  of  1980,  the  Motor  Carrier  Act  of  1980,  the 
Household  Goods  Transportation  Act  of  1980,  and  the  Bus  Regulation  Reform  Act  of 
1982  and  they  left  the  ICC  with  diminished  responsibilities  and  a  correspondingly 
smaller  budget. 

At  the  time  Congress  was  acting  on  these  reforms,  critics  claimed  that  deregula- 
tion would  allow  the  affected  industries  to  resume  their  previous  abuses  and  cause  a 
general  increase  in  transportation  costs  to  consumers.  Just  the  opposite  has  been 
true. 

Deregulation  of  the  rad,  trucking,  busing,  and  moving  industries  has  resulted  in 
increased  competition  and  lower  costs  to  consumers.  In  the  last  twelve  years,  literal- 
ly billions  of  dollars  have  been  saved  by  consumers.  The  success  of  deregulation 
brings  the  whole  purpose  of  the  ICC  into  question.  Why  do  we  need  an  independent 
agency  to  regulate  prices  when  the  markets  are  fully  capable  of  regulating  them- 
selves? 

The  bill  I  have  introduced  recognizes  the  diminished  role  of  the  ICC  and  takes  the 
next  logical  step.  The  bill  would  abolish  the  ICC  by  the  end  of  FY  1995  and  transfer 
its  remaining  duties  to  other  appropriate  agencies. 

This  is  not  a  deregulation  bill.  All  the  current  responsibilities  shouldered  by  the 
ICC  would  be  transferred  to  other  agencies.  The  ICC's  rail  freight  functions  would 
be  transferred  to  the  Department  of  Transportation  and  it's  residual  regulatory  and 
enforcement  responsibilities  would  be  transferred  to  the  Federal  Trade  Commission 
and  the  Department  of  Justice. 

This  bill  will  not  disemploy  career  civil  servants.  All  civil  servants  employed  by 
the  ICC  would  be  transferred  to  those  agencies  which  assume  its  functions.  The  only 
jobs  eliminated  by  this  legislation  are  those  positions  held  by  political  appointees. 

This  is  not  a  partisan  bill.  Most  of  the  deregulation  affecting  the  ICC  occurred 
under  the  Carter  Administration  with  the  assistance  of  a  Democratic  Congress. 

This  is  a  good  government  bill.  We  currently  spend  $40  million  a  year  to  continue 
an  independent  agency  whose  job  could  be  carried  out  by  existing  agencies.  While 
this  bill  won't  save  all  $40  million,  it  will  result  in  significant  savings  and  help 
streamline  government. 
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CONCLUSION 

In  conclusion,  Mr.  Chairman,  let  me  say  that  I  am  presenting  the  Budget  Commit- 
tee with  what  I  think  are  two  excellent  opportunities  to  trim  the  size  of  the  federal 
government. 

Admittedly,  the  budget  savings  from  eliminating  these  two  agencies  will  hardly  be 
noticed  in  an  age  of  $300  billion  deficits,  yet  I  believe  the  failure  of  Congress  to  cut 
these  two  small  agencies  is  indicative  of  Congress'  failure  to  control  spending  as  a 
whole. 

In  the  case  of  the  EDA,  its  tenure  is  a  history  of  failure  and  frustration.  Simply 
put,  it's  not  the  federal  government's  job  to  make  local  investments.  There  are  too 
many  pitfalls,  political  and  otherwise,  to  do  the  job  well. 

With  the  ICC,  we  have  a  institution  whose  primary  role  has  been  eliminated 
through  deregulation.  Yet,  the  agency  continues  to  hang  on  with  its  remaining 
duties  despite  the  fact  that  they  could  more  efficiently  handled  by  other  agencies. 

The  President  has  called  for  specific-spending  cuts.  Here  are  two.  I  hope  the  Com- 
mittee will  include  them  in  whatever  deficit  reduction  package  it  chooses  to  adopt. 


Prepared  Statement  of  Hon.  Peter  Hoagland,  a  Representative  in  Congress 

from  the  State  of  Nebraska 

Mr.  Chairman,  I  appreciate  the  opportunity  to  submit  testimony  today  regarding 
the  administration's  budget  proposals.  President  Clinton  unveiled  a  bold  plan  on 
February  17  to  cut  the  federal  budget  deficit  by  $140  billion  in  fiscal  year  1997,  as  I 
understand  it.  I  applaud  the  President's  sincere  efforts  to  bring  government  spend- 
ing under  control  and  to  bring  down  the  federal  budget  deficit  that  has  been  such  a 
serious  drag  on  our  economy.  I  think  we  all  agree  that  the  budget  deficit  we  are 
running  contributed  significantly  to  the  latest  recession.  The  increasing  national 
debt  and  the  huge  interest  payment  it  requires  crowds  out  investment,  eats  away  at 
our  productivity,  and  reduces  our  standard  of  living.  If  we  are  to  be  an  international 
economic  leader  in  the  next  century,  we  must,  as  a  country,  be  willing  to  make  the 
sacrifices  necessary  to  cut  federal  spending  and  make  the  government  more  efficient 
and  responsive  to  the  public's  needs. 

The  President  has  provided  Congress  a  blueprint  from  which  to  work  to  reduce 
the  budget  deficit  over  the  next  five  years.  However,  I  also  believe  Congress  can  do 
more  to  reduce  spending  and  save  taxpayer  funds  on  programs  that  cannot  be  justi- 
fied in  light  of  our  current  predicament.  We  can  begin  with  serious  deficit  reduction 
this  year  and  must  commit  ourselves  to  these  spending  cuts  over  the  next  five  years. 
I  submit  to  you  the  following  list  of  program  spending  cuts  and  program  changes 
that  can  be  implemented  this  year  that  will  produce  substantial  savings  over  the 
next  five  years  $27.03  billion. 

NASA 

Cancel  NASA's  advanced  solid  rocket  motor  for  the  Space  Shuttle.  This  would 
save  $1.65  billion  over  five  years,  according  to  the  Congressional  Budget  Office 
(CBO). 

Cancel  the  Space  Station  Freedom  program  for  an  estimated  savings  of  $10.4  bil- 
lion over  five  years,  according  to  CBO. 

Allow  private  investment  in  Space  Shuttle  program  for  a  estimated  savings  in  fed- 
eral expenditures  of  $1.5  billion  over  five  years,  according  to  the  organization  Citi- 
zens Against  Government  Waste. 

Department  of  Energy 

Cancel  the  superconducting  supercollider.  According  to  CBO,  this  would  save  $3.2 
billion  over  five  years. 

Reduce  federal  facilities  and  buildings  energy  consumption  by  20  percent  from 
1985  levels  by  the  year  2000  for  a  savings  of  $1.9  billion  over  the  next  five  years, 
according  to  the  National  Taxpayers  Union. 

Department  of  Defense 

Facilitate  contracting  out  and  privatization  of  military  commissaries  to  save  an 
estimated  $2.4  billion  over  five  years,  according  to  the  CBO. 

Department  of  Agriculture 

Eliminate  the  Tobacco  Price  Support  Program.  Ending  these  subsidies  is  estimat- 
ed to  save  $665  million  over  five  years,  according  to  the  National  Taxpayers  Union. 
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Department  of  Education 

Extend  the  current  law  eliminating  the  statute  of  limitations  on  collecting  de- 
faulted student  loans.  According  to  the  Office  of  Management  and  Budget,  it  could 
save  taxpayers  $266  million  over  five  years  in  lost  receipts. 

Department  of  the  Interior 

Close  the  Bureau  of  Mines  and  merge  its  data  gathering  activities  with  other  Inte- 
rior Department  research  agencies  saving  $140  million  over  five  years  in  expendi- 
tures, according  to  the  organization  Citizens  Against  Government  Waste. 

Sell  the  National  Helium  Reserves,  administered  by  the  Bureau  of  Mines,  to  a 
joint  venture  comprised  of  current  employees  and  private  investors.  This  could 
result  in  receipts  to  the  federal  government  of  $692  million  over  five  years,  accord- 
ing to  the  Heritage  Foundation. 

Department  of  Transportation 

Limit  funding  all  highway  demonstration  projects  to  those  requested  by  state 
transportation  departments  and  based  on  demonstrated  economic  criteria  and  need. 
If  half  of  all  highway  demonstration  projects  included  in  the  Intermodal  Surface 
Transportation  Efficiency  Act  and  past  transportation  appropriation  bills  fail  to 
meet  this  requirement,  this  could  save  an  estimated  $2.15  billion  over  five  years. 

Legislative  Branch 

Bring  Government  Printing  Office  wages  in  line  with  wages  of  their  federal  gov- 
ernment counterparts  for  a  reduction  in  expenditure  of  $62.9  million  over  five  years 
according  to  Citizens  Against  Government  Waste. 

Abolish  the  4  House  Select  Committees  (Aging;  Children,  Youth  and  Families; 
Narcotics  Abuse  and  Control;  and  Hunger)  which  will  save  $3.8  million  in  the  first 
two  years. 

Government-  Wide 

Lower  by  15  percent  the  travel  budgets  of  non-postal  civilian  federal  agencies, 
then  cap  future  growth  at  the  rate  of  inflation  to  save  $2  billion  in  expenditures 
over  the  next  five  years.  This  estimate  is  according  to  the  Heritage  Foundation. 

These  proposed  cuts  and  program  changes,  which  stem  from  estimates  by  a  wide- 
ranging  group  of  organizations,  could  result  in  an  estimated  total  savings  of  $27.03 
billion  over  five  years;  over  and  above  the  reductions  already  proposed  by  the  Presi- 
dent. OMB  Director  Panetta  has  stated  that  any  additional  spending  cuts  offered  by 
Congress  must  meet  the  administration's  test  of  being  "real,  specific,  and  doable."  I 
believe  that  all  the  cuts  and  program  changes  I  have  listed  meet  these  require- 
ments. 
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STATEMENT  OF  REPRESENTATIVE  DUNCAN  HUNTER 

Mr.  Chairman,  I  greatly  appreciate  this  opportunity  to  address  the  Commit- 
tee. 

As  we  consider  the  Clinton  Administration's  budget  proposals,  it  is  impera- 
tive that  fiscal  responsibility  remain  at  the  forefront  of  our  concern.  For  too  long. 
Congress  has  refused  to  deal  with  runaway  spending  and  I  do  not  believe  the  plan 
presented  by  the  Clinton  Administration  will  bring  spending  under  control. 

My  overriding  concern  in  this  matter  is  that  taxes  not  be  raised  until  all 
spending  cuts  and  alternative  revenue  measures  are  considered.  Put  simply,  the 
federal  government  must  look  inward  for  needed  revenue  and  stay  out  of  the 
taxpayer's  pocket.  My  proposal  contains  two  key  areas  that  would  save  billions 
each  year  without  raising  taxes  on  the  American  people.  The  first  is  a  foreign 
minimum  tax  and  the  second  is  a  headquarter's  cut  for  the  bureaucracy  in 
Washington. 

The  future  of  American  business  and  industry  rests  with  their  ability  to 
compete  and  win  both  at  home  and  abroad.  The  tax  treatment  of  small  businesses 
and  corporations  profoundly  affects  everything  from  the  price  of  goods  to 
employment  and  wages.  In  the  international  arena,  however,  foreign  nations  have 
been  allowed  to  exploit  our  markets,  placing  our  firms  at  a  competitive  disadvan- 
tage. Each  year,  foreign  controlled  corporadons  (FCC's)  operationg  in  the  United 
States  avoid  paying  billions  in  taxes  to  the  U.S.  Treasury  as  a  result  of  an 
accounting  gimmick  known  as  transfer  pricing.  Along  the  campaign  trail. 
President  Clinton  recognized  this  threat  and  expressed  his  concern  over  actions 
by  these  firms.  In  fact,  he  even  made  references  to  my  legislation  that  would 
impose  a  minimum  tax  on  FCC's.  In  his  State  of  the  Union  Address,  however,  the 
President  only  called  for  enhanced  enforcement  by  the  Internal  Revenue  Service 
regarding  this  problem.  As  it  stands,  enforcement  has  been  difficult  due  to 
ambiguous  language  regarding  the  "reasonable  cause  and  good  faith  exclusion." 
The  Administration  plan  attempts  to  clarify  this  language  in  hopes  of  improving 
collection  capabilities. 

Mr.  Chairman,  it  is  important  to  point  out  that  increased  enforcement  will 
provide  the  U.S.  Treasury  with  only  $3.8  billion  over  five  years,  a  far  cry  from 
the  amount  owed  by  these  firms.  Based  on  IRS  Statistics  of  Income  (SOI)  data 
for  the  four  years  1986-1989,  U.S.  assets  of  foreign  controlled  corporadons 
increased  70%  from  $84 1  billion  to  $  1 .429  trillion.  Assuming  a  marginal  rate  of 
return  on  investment,  the  level  of  underpayment  is  in  the  tens  of  billions  of  dollars 
each  year. 

In  1990, 1  testified  before  the  Oversight  Subcommittee  of  the  House  Ways 
and  Means  Committee  regarding  the  benefits  of  a  foreign  minimum  tax  to  combat 
transfer  pricing.  By  imposing  the  corporate  tax  rate  on  an  imputed  return  on 
investment,  we  can  esdmate  the  shortfall  of  corporate  tax  payments  to  the  U.S. 
Treasury.  For  example,  using  the  SOI  data  of  $  1 .429  trillion  in  total  FCC  assets 
for  1989,  a  conservadve  5%  return  on  investment  is  calculated,  yielding  an 
imputed  income  of  $71 .5  billion.  If  this  income  is  then  taxed  at  the  standard 
corporate  rate  of  34%,  the  minimum  tax  would  be  $24.3  billion  for  that  year. 
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Mr.  Chairman,  I  seriously  urge  the  Committee  to  consider  a  proposal  of  this 
nature.  A  minimum  tax  would  assume  a  fair  income  rate  for  all  foreign  controlled 
corporations,  and  would  help  restore  tax  parity. 

The  second  area  of  my  budget  plan  would  attack  the  waste  in  Washington. 
The  American  people  are  already  well  aware  of  the  huge  government  bureau- 
cracy in  the  nation's  capital.  In  1 992,  the  350,000  federal  workers  (excluding  the 
Postal  Service)  in  the  D.C.-Metro  area  were  paid  in  excess  of  $14  billion  in 
salaries,  wages  and  other  compensation.  While  the  Administration  is  proposing 
federal  pay  freezes  and  a  freeze  on  hiring,  they  do  not  address  the  real  problem: 
that  the  federal  bureaucracy  in  Washington  is  already  too  large.  We  hear  it  from 
our  constituents  all  the  time  about  how  unresponsive  Washington  is  and  they're 
right. 

Recognizing  the  outstanding  work  of  federal  employees  across  the  nation,  I 
propose  a  headquarters  cut  of  50%  in  the  nation's  capital  by  1998.  As  Table  I 
outlines,  an  initial  cut  of  35,000  workers  would  not  translate  into  real  savings  until 
the  second  year  where 
an  average  of  $1.4  bil- 
lion would  be  saved. 
Each  subsequent  cut 
would  produce  a  simi- 
lar effect.  The  Con- 
gressional Budget 
Office  estimates  that 
the  total  savings  for 

the  taxpayer  would  be        savings  based  on  CBO  estimates. 

in  excess  of  $14  bil- 
lion over  5  years.    I  believe  this  to  be  an  attainable  goal,  initiated  through  the 
consolidation  of  agencies  and  a  hard  look  at  cutting  all  but  essential  personnel. 


Table  I 


FY94 

FY95 

FY96 

FY97 

FY98 

FY99 

First  Cut 

$0 

$1.4 

$1.4 

$1.4 

$1.4 

$1.4 

Second  Cut 

$0 

$1.4 

$1.4 

$1.4 

$1.4 

Third  Cut 

$0 

$1.4 

$1.4 

$1.4 

Fourth  Cut 

$0 

$1.4 

$1.4 

Final  Cut 

$0 

$1.4 

each  cut=35,000 

total  projected  savings:  $14  billion 

In  addition  to  cuts  in  the  bureaucracy,  eliminating  programs  that  have  not 
proven  cost  effective  or  have  outlived  their  usefulness  would  save  billions  each 
year.  For  example,  cutting  funding  for  the  National  Endowments  for  the  Arts  and 
Humanities  would  produce  a  savings  of  $5.2  billion  over  five  years.  Further, 
repealing  the  Davis-Bacon  Act  would  save  the'  government  an  additional  $5.3 
billion  by  1 998.  Targeting  other  areas  like  the  development  of  the  Advanced  Solid 
Rocket  Motor  and  the  Rural  Electrification  Administration  would  save  a  combined 
total  of  $3. 1  billion.  These  are  just  a  few  of  the  spending  choices  we  can  make  and 
should  make. 

The  time  has  come  to  put  politics  and  accounting  gimmicks  aside  and  make 
some  tough  budget  decisions.  The  purpose  of  today's  hearing  is  to  explore  sound 
fiscal  alternatives  to  raising  taxes.  I  hope  that  my  suggestions  of  a  foreign 
minimum  tax  and  a  headquarter's  cut  in  Washington  will  be  given  serious 
consideration  before  action  is  taken  on  the  budget. 


Mr.  Chairman,  thank  you  again  for  the  opportunity  to  address  the  committee. 
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Testimony  of 
The  Honorable  Paul  E.  Kanjorski 
before  the  House  Budget  Committee 
on  the  Fiscal  Year  1994  Budget  Proposal 

March  5,  1993 

Ladies  and  Gentlemen  of  the  Committee,  I  thank  you  for  this 
opportunity  to  speak  to  you  about  the  proposed  budget  for  fiscal 
year  1994. 

As  we  all  know,  the  United  States  is  faced  with  a  dire 
fiscal  situation.   Our  national  debt,  which  currently  impedes  our 
country's  progress,  could  paralyze  us  in  the  very  near  future. 
If  we  do  not  address  our  economic  problems  now  we  will  be 
saddling  our  children  and  our  grandchildren  with  a  financial 
crisis  that  could  be  the  downfall  of  our  nation. 

I  applaud  President  Clinton  for  his  efforts  to  meet  the 
economic  challenges  facing  this  nation  head-on.   His  proposal,  as 
outlined  in  A  Vision  of  Change  for  America,  offers  this  country 
an  opportunity  to  begin  to  reverse  the  economic  quagmire  we  have 
been  struggling  with  for  years. 

While  nobody  is  eager  to  pay  more  in  taxes  or  receive  less 
in  services,  I  believe  that  the  American  taxpayers  are  willing  to 
make  concessions  if  they  feel  that  their  sacrifices  are  going 
toward  reducing  the  deficit  and  that  any  new  taxes  are  fair  and 
equitable.   I  do  not  think  that  these  are  unreasonable  nor 
unattainable  requests. 

Having  reviewed  President  Clinton's  proposal,  I  would  like 
to  make  it  clear  that  I  intend  to  support  the  package  --  it  is 
clearly  a  step  in  the  right  direction.   I  would,  however,  like  to 
urge  the  President  as  well  as  my  colleagues  to  look  for  more 
areas  to  reduce  spending.   If  we  are  truly  serious  about  reducing 
our  deficit,  which  I  believe  we  are,  we  need  to  do  everything  we 
can  to  ensure  that  the  American  taxpayers  are  getting  the  most 
for  their  money. 

This  being  said,  I  am  enclosing  a  list  of  additional 
spending  cuts  that  I  believe  we  can  and  should  pursue  in  our 
efforts  to  reduce  the  federal  deficit.   This  list  is  not 
complete,  as  I  shall  continue  to  look  for  programs  or  areas  that 
I  think  can  be  eliminated  or  reduced  until  our  budget  is 
balanced.   I  support  these  cuts  in  addition  to  the  cuts  proposed 
by  President  Clinton. 

Furthermore,  I  would  strongly  urge  both  Congress  and  the 
Administration  in  the  next  year  to  take  a  very  hard  look  at  the 
waste  that  has  been  perpetuated  through  corporate  and  academic 
welfare.   We  all  hear  the  examples,  such  as  the  proposed  National 
Science  Foundation  study  entitled  "Sexual  Mimicry  of  Swallowtail 
Butterflies"  or  the  fact  that  the  U.S.  Department  of  Agriculture 
gave  millions  of  dollars  to  McDonalds  to  establish  and  promote 
their  fast  food  restaurants  in  foreign  nations. 

We  must  remain  vigilant  in  our  efforts  to  reduce  spending 
and  to  reduce  the  deficit.   The  future  depends  upon  it. 
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ADDITIONAL  CUTS  PROPOSED  BY 
CONGRESSMAN  PAUL  E.  KANJORSKI 


March  5,  1993 


DOMESTIC  SPENDING  PROGRAMS 

Program 

Reduce  spending  for  intelligence  activities 
Eliminate  the  Space  Station  program 
Reduce  deficiency  payments  to  farmers 

participating  in  USDA  commodity  programs 

by  lowering  target  rates 
Impose  a  royalty  payment  on  communications  users 

of  the  radio  spectrum 
Raise  the  proportion  of  each  farmer's  base 

acreage  ineligible  for  deficiency  payments 

from  15%  to  25% 
Eliminate  the  Superconductor  program 
Eliminate  the  Export  Enhancement  Program 
Extend  existing  customs  users  fees 
Eliminate  production  of  the  Advanced 

Solid  Rocket  Motor  system 
Extend  existing  nuclear  regulatory  fees 
Eliminate  the  0/92  and  50/92  programs  for 

participants  in  USDA  commodity  programs 
Reduce  the  overhead  rate  on  federally  sponsored 

university  research 
Require  the  Department  of  Energy  to  raise  rates 

for  federal  hydroelectric  power  to  speed 

debt  repayment 
Eliminate  the  Market  Promotion  Program 
Charge  the  beneficiaries  of  the  US  Travel  and 

Tourism  Administration  and  the  Trade  Promot 

Activities  of  the  International  Trade 

Administration 
Raise  recreation  fees  at  federal  facilities 
Eliminate  the  support  program  for  wool  and  mohai 
Charge  royalties  and  holding  fees  for  hardrock 

mining  on  federal  lands 
Increase  FCC  user  fees 

Extend  existing  patent  and  trademark  fees 
Eliminate  unnecessary  Congressional  committees 

and  subcommittees  and  reduce  the  amount  of 

mail  sent  under  the  Congressional  "frank" 
Extend  existing  coast  guard  user  fees 
Eliminate  below- cost  timber  sales  from 

National  Forests 
Index  nuclear  waste  disposal  fees  for  inflation 
Raise  fees  for  grazing  rights  on  federal  lands 
Extend  existing  vessel  tonnage  charges 
Extend  existing  rail  safety  fees 
Raise  charges  for  federal  water 
Reduce  USDA  subsidies  for  export  marketing 
Reduce  the  budget  of  the  Export  Administration 
Eliminate  the  Cost  of  Living  Adjustment  for 

Members  of  Congress  for  FY1994 


5 -year  savings* 
$21.9  Billion 
$11.35  Billion 


$11.2  Billion 
$10.3  Billion 


$3.9  Billion 
$3.8  Billion 
$3.15  Billion 
$2.4  Billion 

$1.95  Billion 
$1.17  Billion 

$1.45  Billion 

$1.15  Billion 


$970  million 
$900  million 


ion 


$890  million 

$890  million 

$760  million 

$560  million 

$400  million 

$350  million 


$300  million 
$250  million 


$250  mi 
$250  mi 
$240  mi 
$195  mi 
$155  mi 
$75  mil 
$65  mil 
$55  mil 


llion 

llion 

llion 

llion 

llion 

lion 

lion 

lion 


$2.1  million 


TOTAL  CUTS  IN  DOMESTIC  SPENDING 


$81,277  BILLION 


*   Savings  amounts  have  been  derived  from  a  variety  of  sources, 
including  the  Congressional  Budget  Office,  the  Library  of 
Congress,  Congressional  Quarterly  magazine,  and  the  budget  of  the 
United  States  for  fiscal  year  1993. 
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FOREIGN  ASSISTANCE  PROGRAMS 

Program 

Eliminate  Title  I  Sales  and  Title  III  Grants 

to  foreign  nations 
Reduce  foreign  development  assistance 
Reduce  security  assistance  to  foreign  nations 
Eliminate  overseas  broadcasting  and  reduce 

exchange  programs 
Reduce  State  Department  funding  and  eliminate 

redundant  foreign  affairs  activities 
Reduce  overall  spending  on  foreign  assistance 

by  10% 
Eliminate  debt  restructuring  under  the  Enterprise 

for  the  Americas  Initiative 
Eliminate  the  National  Endowment  for  Democracy 


5 -year  Savings* 

$3.66  Billion 
$3.07  Billion 
$2.78  Billion 

$2.68  Billion 

$1.85  Billion 

$950  million 

$490  million 
$150  million 


TOTAL  CUTS  IN  FOREIGN  ASSISTANCE  PROGRAMS   $15.63  BILLION 


*   Savings  amounts  have  been  derived  from  a  variety  of  sources, 
including  the  Congressional  Budget  Office,  the  Library  of 
Congress,  Congressional  Quarterly  magazine,  and  the  budget  of  the 
United  States  for  fiscal  year  1993. 


DEFENSE  PROGRAMS 

Program 

Cut  Star  Wars  to  a  basic  research  program 

Focus  missile  defense  forces  on  Theater  Defenses 

Terminate  production  of  the  Trident  II  (D5) 

missile  system 
Cancel  the  Air  Force's  F-22  Aircraft  Program 
Increase  support  of  US  forces  by  host  nations 
Reduce  Air  Force  Tactical  Fighter  Wings  to  18 
Scale  back  the  Department  of  Energy's  weapons 

production  and  maintenance  activities 
Retire  all  ICBMs  by  eliminating  Minuteman  III  > 
Reduce  the  Attack  Submarine  Force  to  40 
Use  early  retirement  to  reduce  the  number  of 

military  personnel 
Reduce  Armed  Forces  recruiting  by  5%  in  1994 

and  8%  in  1995 
Reduce  DoE  nuclear  weapons  research  and  testing 

budget  by  10%  in  1994  increasing  to 

40%  by  1997 
Eliminate  HAP,  through  which  DoD  gives  away 

surplus  heavy  equipment  to  foreign  nations 
Eliminate  DoD  funding  for  the  World  University 

Games,  Summer  Olympics,  and  the  World  Cup 


5 -year  savings* 
$28  Billion 
$22.8  Billion 

$15  Billion 
$14.9  Billion 
$9.62  Billion 
$7.8  Billion 

$6.3  Billion 
$3.29  Billion 
$2.9  Billion 

$2.87  Billion 

$1.5  Billion 

$1.5  Billion 
$125  million 
$85  million 


TOTAL  DEFENSE  CUTS 


$116.69  BILLION 


*   Savings  amounts  have  been  derived  from  a  variety  of  sources, 
including  the  Congressional  Budget  Office,  the  Library  of 
Congress,  Congressional  Quarterly  magazine,  and  the  budget  of  the 
United  States  for  fiscal  year  1993. 


TOTAL  PROPOSED  CUTS  BY  CONGRESSMAN  PAUL  KANJORSKI 

$213,597  BILLION 
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Prepared  Statement  of  Hon.  Donald  A.  Manzullo,  a  Representative  in 
Congress  from  the  State  of  Illinois 

Mr.  Chairman,  I  commend  you  for  holding  hearings  today  on  the  President's 
budget  plan.  But  I  am  at  a  loss  to  offer  a  critique  of  the  President's  Fiscal  Year  1994 
budget  proposal  because  we  don't  know  what  they  are.  How  can  we  vote  on  a  budget 
resolution  before  the  President  submits  his  detailed  budget  request  up  to  Capitol 
Hill?  I  therefore  urge  the  Budget  Committee  to  delay  debate  and  not  vote  on  the 
budget  resolution  until  we  know  what  we're  talking  about. 

So  what  we  are  really  debating  is  the  President's  sketchy  economic  plan  of  Febru- 
ary 17,  1993  (A  Vision  of  Change  for  America).  I  am  at  a  loss  to  provide  a  compre- 
hensive analysis  of  the  President's  plan  because  so  little  information  has  been  pro- 
vided to  me  as  a  Member  of  Congress.  What  little  I  know  has  come  from  the  media 
and  some  very  sophisticated  analysis  done  by  our  Republican  leadership  offices. 

I  am  sure  that  there  will  be  many  Members  who  will  testify  about  the  shortcom- 
ings of  the  President's  plan.  I  am  primarily  not  here  to  do  that  today  even  though  I 
strongly  oppose  the  President's  emphasis  on  raising  taxes  at  the  expense  of  needed 
spending  cuts. 

Mr.  Chairman,  you  have  been  around  here  longer  than  I.  But  we  both  know  that 
Congress  is  extremely  reluctant  to  cut  spending.  So,  when  the  President  proposes 
$36  billion  in  new  revenue  for  $2  billion  in  cuts  next  year  and  promises  to  reduce 
spending  significantly  years  down  the  road,  I  am  not  optimistic  that  Congress  can 
live  up  to  that  challenge.  Just  like  in  1985,  1987,  and  in  1990,  Congress  will  put  off 
the  tough  spending  choices.  That's  why  I  believe  we  need  significant  cuts  now. 

I'm  sure  you  have  received  an  overwhelming  number  of  letters  in  your  office,  Mr. 
Chairman,  saying  "Cut  spending  first."  That's  why  I  have  joined  with  the  Heritage 
Foundation  in  proposing  over  $600  billion  in  cuts  on  a  wide  range  of  federal  pro- 
grams. We  need  to  build  on  President  Clinton's  first,  small  steps  towards  spending 
reductions. 

Almost  all  of  the  cuts  proposed  by  the  Heritage  Foundation  will  be  painful.  Some 
of  them  fall  under  the  jurisdiction  of  the  committees  I  serve  on;  some  will  even 
impact  my  district.  But  we  must  bite  the  bullet  now  or  else  we  will  not  have  any 
money  to  spend  on  any  federal  program  in  the  future. 

What  is  brilliant  about  this  plan  is  that  it  builds  mostly  on  the  recommendations 
of  Leon  Panetta  and  Alice  Rivlin,  who  now  serve  the  President  at  the  Office  of  Man- 
agement and  Budget  (OMB).  Earlier  this  year,  the  Congressional  Budget  Office 
(CBO)  devised  a  list  of  over  200  specific  policy  options  for  reducing  spending  in  a 
wide  variety  of  federal  programs. 

What  you  should  know  is  that  the  Heritage  plan  does  not  include  defense  or 
health  care  savings  mainly  because  they  are  single  line  items  in  the  President's  eco- 
nomic plan.  There  was  no  detail  on  how  he  plans  to  achieve  these  "savings."  I  felt 
that  was  "smoke  and  mirrors."  I  supported  most  aspects  of  President  Bush's  health 
care  reform  proposal  and  his  $50  billion  defense  cuts. 

If  those  were  included  in  the  Heritage  plan,  the  $609  billion  in  federal  savings,  I 
believe,  would  be  increased  even  further.  But  because  some  of  these  figures  are  hard 
to  nail  down,  I  felt  that  I  would  repeat  the  same  mistake  of  "smoke  and  mirrors" 
accounting  system  that  plagues  President  Clinton's  plan. 

What  are  some  of  the  hard  choices  contained  in  this  plan?  I  have  enclosed  the 
$609  billion  comprehensive  list  for  the  Budget  Committee's  attention.  Pick  and 
choose  from  just  over  half,  and  you  will  not  have  to  raise  taxes.  But  to  effectively 
evoke  serious  deficit  reduction,  Congress  must  be  prepared  to  pass  a  program  that 
works  much  like  a  "Base  Closure  Commission"  in  which  there  is  ONE  up  or  down 
vote,  based  on  an  equal  comprehensive  program. 

But  suffice  it  to  say  that  the  Heritage  plan  incorporates  every  aspect  of  federal 
spending.  The  Heritage  plan  makes  the  tough  choices  without  falling  into  the  trap 
of  "across-the-board  freezes,"  which  hurts  both  good  and  bad  programs.  As  Members 
of  Congress,  we  should  have  the  judgment  necessary  to  terminate  or  reduce  bloated 
programs.  But  let's  not  embark  on  gimmicks — either  across-the-board  freezes  or 
"smoke  and  mirror"  accounting  that  is  prevalent  in  the  President's  economic  plan. 

Here  are  some  highlights  of  the  most  egregious  spending  items  that  should  be  cut: 
(1)  Eliminate  highway  demonstration  projects,  which  would  save  over  $2  billion 
during  the  next  five  years.  These  projects  were  inserted  mostly  by  Members  of  the 
Public  Works  Committee  to  boost  their  standings  back  home.  We  cannot  afford 
pork-projects  for  political  gain  any  longer.  (2)  Place  a  five  year  moratorium  on  new 
federal  land  purchases,  which  would  save  $1.7  billion  over  the  next  five  years.  With 
the  federal  government  owning  nearly  one-third  of  our  land  mass,  why  do  we  need 
any  more?  This  tramples  on  constitutional  protections  for  private  property  rights 
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and  costs  our  Treasury  dearly.  In  fact,  many  property  owners  have  to  wait  years  for 
adequate  compensation  for  lands  already  taken.  Why  not  put  a  halt  to  new  pur- 
chases so  we  can  pay  these  land-owners  what  we  owe  them?  (3)  Eliminate  the  Na- 
tional Endowment  for  the  Arts  and  the  Humanities;  and  the  Corporation  for  Public 
Broadcasting,  which  would  save  over  $6  billion  during  the  next  five  years.  It  is  time 
we  let  Big  Bird  fly  on  his  own.  If  we  can't  eliminate  these  programs,  which  mainly 
benefits  middle-  and  upper-class  individuals,  then  I  seriously  doubt  we  will  make 
deep  cuts  in  other  programs  where  tougher  decisions  await  us.  (4)  Eliminate  the 
Market  Promotion  program,  which  would  save  $900  million  over  the  next  five  years. 
Why  should  the  U.S.  taxpayer  subsidize  corporate  advertising  in  foreign  countries? 
While  it  may  help  our  exports,  we  can't  simply  afford  it.  Let  the  companies  pay  for 
these  advertisements  themselves.  (5)  Repeal  the  Davis-Bacon  law,  which  forces  the 
U.S.  government  to  pay  the  "prevailing"  union  wage  in  localities  for  work  per- 
formed on  government  contracts.  We  should  he  looking  for  the  most  cost-effective 
government  possible-not  paying  extra  favors  to  certain  groups.  This  policy  change 
would  save  the  taxpayer  $5,329  billion  over  the  next  five  years.  (6)  Eliminate  the 
honey  program,  which  would  save  $60  million  over  five  years.  This  program  is  a 
relic  of  World  War  II  when  the  government  needed  alternative  sources  of  sweeten- 
ers. Now  that  we  are  not  fighting  the  Germans  or  the  Japanese  any  longer,  we  must 
terminate  this  program. 

Mr.  Chairman,  I  could  go  on  and  on  but  I  don't  want  to  bore  you  or  the  commit- 
tee. I  would  encourage  the  Budget  Committee  to  review  the  CBO  recommendations 
and  the  Heritage  report  for  additional  spending  cuts.  The  President's  plan  was  a 
fair  start.  But  I  believe  we  can  do  better.  If  sufficient  amounts  of  spending  are  cut, 
we  do  not  need  to  raise  taxes.  Cut  spending  first,  Mr.  Chairman.  Don't  raise  taxes. 
Thank  you.  [The  mentioned  report  is  maintained  in  committee  files.] 
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The  Honorable  Martin  Olav  Sabo 

Chairman 

Committee  On  The  Budget 

H1-A214  O'Neill  HOB 

Washington,,  D.C.  20515-6065 

Dear  Mr.  Sabo: 

Attached  please  find  my  suggestions  for  possible  alternatives 
for  the  Administration's  FY  1994  Budget  proposals. 

I  appreciate  the  opportunity  to  present  the  Committee  with  my 
ideas  and  ask  that  you  do  not  hesitate  to  contact  me  if  I  can  be  of 
further  assistance  in  this  matter. 


Very  truly  yours, 


tA 


z<zzr 


AUSTIN  J.  MURPHY 
Member  of  Congress 


*  Declare  a  One -Year  Moratorium  On  Foreign  Aid  (From  150  Account) 

Estimated  Taxpayer  Savings:  $15  billion. 

*  Reduce  By  50%  Expenditures  on  Defense  Overseas  Funding 
Estimated  Taxpayer  Savings:  $65  Billion  over  five  years. 

*  Eliminate  The  Superconductor/Supercollider  Project 
Estimated  Taxpayer  Savings:  $2.5  Billion  over  five  years. 

*  Eliminate  The  Space  Station 

Estimated  Taxpayer  Savings:  $10  billion  over  five  years. 

*  Congressional  Pay  Freeze 

Estimated  Taxpayer  Savings:  $10.9  Million  over  five  years. 

*  Eliminate  Cold  War  Remnants  Radio  Free  Europe,  Radio  Liberty, 
And  Radio  Marti. 

Estimated  Taxpayer  Savings:  $1.05  Billion  over  five  years. 

*  Eliminate  Duplicitous  Non-Legislative  Select  Committees. 
Estimated  Taxpayer  Savings:  $180  Million  over  five  years. 

*  Cut  Federal  Travel  Costs  By  Five  Percent 

Estimated  Taxpayer  Savings:  $399  Million  over  five  years. 
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*  Reduce  By  50%  Dues  Payments  To  The  United  Nations,  Requiring 
Other  Member  Nations  to  Pay  Their  Fair  Share 

Estimated  Taxpayer  Savings:  $750  Million  over  five  years. 

*  Phase  Out  Subsidies  For  Amtrak 

Estimated  Taxpayer  Savings:  $2.66  Billion  over  five  years. 

*  Privatize  The  House  and  Senate  Gymnasiums 

Estimated  Taxpayer  Savings:  $1  Million  over  five  years. 

*  Fully  Implement  HR  180  To  Prohibit  Direct  Federal  Benefits  and 
Unemployment  Benefits  To  Illegal  Aliens 

Estimated  Taxpayer  Savings:  $27  Billion  over  five  years. 

*  Eliminate  The  Tobacco  Price  Support  Program 
Estimated  Taxpayer  Savings:  $665  Million  over  five  years. 

*  Cut  Congressional  Mailing  Expenses  By  50% 

Estimated  Taxpayer  Savings:  $200  Million  over  five  years. 

*  Continue  Military's  Civilian  Hiring  Freeze 

Estimated  Taxpayer  Savings:  $8.85  Billion  over  five  years. 

*  Reduce  Lender's  Yields  For  Stafford  Loans 

Estimated  Taxpayer  Savings:  $1.5  Billion  over  five  years. 

*  Postpone  50%  Of  Stimulus  Package  Until  FY94 
Estimated  Taxpayer  Savings:  $14.5  Billion. 

*  Close  The  National  Helium  Reserves 

Estimated  Taxpayer  Savings:  $692  Million  over  five  years. 

*  Bliminate  Production  Of  The  Sea wolf  Submarine 
Estimated  Taxpayer  Savings:  $1.16  Billion  over  five  years. 

*  Impose  A  One  Year  Freeze  On  Federal  Employee  Salaries 
Estimated  Taxpayer  Savings:  $38.16  Billion. 

*  Cut  Civilian  Agency  Overhead  Expenses  By  An  Additional  One 
Percent  (On  top  of  the  four  percent  proposed  by  the  President) 

Estimated  Taxpayer  Savings:  $8.3  Billion  over  five  years. 

*  Eliminate  Tax  Exempt  Status  Of  Municipal  Securities  For  One  Year 
Estimated  Taxpayer  Savings:  $20.8  Billion. 

*  Cancel  NASA's  Advanced  Solid  Rocket  Motor  Program 

Estimated  Taxpayer  Savings:  $2  Billion. 

TOTAL  TAXPAYER  SAVINGS:  $221,476  BILLION 
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Prepared  Statement  of  Hon.  Ron  Packard,  a  Representative  in  Congress  from 

the  State  of  California 

Mr.  Chairman,  I  appreciate  the  opportunity  to  address  the  committee  this  after- 
noon. 

President  Clinton's  budget  has  been  packaged  as  a  comprehensive  plan  to  reduce 
the  deficit.  I  would  challenge  this  as  the  most  misleading  characterization  of  the 
budget  in  terms  of  priorities.  Clearly,  expanding  government  is  the  goal  of  this 
budget. 

As  we  know  from  experience  higher  taxes  and  increased  spending  do  not  reduce 
the  deficit.  So  we  must  conclude  that  taxing  and  spending  are  not  the  means  to  the 
end  of  deficit  reduction. 

According  to  the  assumptions  in  the  President's  budget,  the  deficit  would  be  re- 
duced by  $320  billion.  At  best,  I  would  call  it  risky  to  stake  the  reduction  of  the 
deficit  to  some  of  these  assumptions.  For  example,  Clinton's  budget  assumes  $1  bil- 
lion of  savings  through  better  management  of  Veterans  Administration  hospitals. 

Even  if  all  the  White  House's  assumptions  are  accurate,  the  Clinton  budget  signi- 
fies a  significant  increase  in  the  size  and  cost  of  the  federal  government.  Once  you 
take  into  account  the  proposed  spending  increases,  the  actual  level  of  deficit  reduc- 
tion falls  drastically. 

President  Clinton  proposes  the  largest  tax  increase  in  history  in  this  budget:  $360 
billion  in  increased  taxes.  It  has  been  proven  time  and  again  that  increasing  taxes 
does  not  reduce  the  deficit.  Just  the  opposite.  Higher  taxes  means  increased  spend- 
ing. A  Joint  Economic  Committee  report  found  that  for  every  dollar  in  higher  taxes 
raised  since  1947,  Congress  spent  $1.59. 

Tax  increases  in  1982,  1984,  and  1987  were  all  enacted  for  the  alleged  purpose  of 
deficit  reduction.  However,  every  year,  the  deficit  rose  because  Congress  could  not 
control  its  spending.  There  is  no  mechanism  in  the  Clinton  budget  to  ensure  that 
this  alarming  trend  is  not  repeated. 

Another  example  that  is  fresh  in  my  colleagues  minds  is  the  budget  deal  of  1990. 
This  was  also  marketed  as  a  "deficit  reduction"  plan.  However,  according  to  Citizens 
Against  Government  Waste,  every  $1  raised  in  new  taxes  as  a  result  of  the  budget 
agreement  resulted  in  $2.37  in  new  spending. 

The  President  proposes  $178  in  new  spending  in  his  budget.  I  believe  the  Ameri- 
can public  will  object  to  the  gimmicks  in  this  budget  used  to  justify  or  mask  the 
true  costs  of  the  plan. 

First,  the  Clinton  budget  does  not  assume  compliance  with  the  discretionary 
spending  caps  required  by  the  1990  OBRA  budget  deal.  The  baseline  projects  reve- 
nues and  outlays  resulting  from  continuation  of  current  policies.  Clinton  merely  ad- 
justs his  baseline  up  $123  billion,  thus  claiming  a  "cut"  in  spending. 

Second,  an  accounting  trick  the  President's  budget  team  put  into  the  package 
brings  the  threshold  of  those  who  will  pay  for  this  increased  spending  well  below 
the  $100,000.  To  arrive  at  this  "six-figure  income"  threshold  for  those  who  will  pay, 
the  White  House  had  to  change  the  definition  of  "income"  as  we  know  it. 

"Footnote  4"  of  the  plan  changes  income  from  annual  earnings  to  what  they  are 
calling  "family  economic  income."  This  new  math  factors  in  the  theoretical  rental 
value  of  your  home,  the  value  of  life  insurance,  IRA  and  Keogh  plans,  even  the 
value  of  parking  and  health  care  benefits.  It  will  be  a  shock  for  middle  class  Ameri- 
cans to  realize  the  Clinton  Administration  thinks  that  they  are  "rich." 

Finally,  the  Clinton  budget  also  classifies  as  a  tax  on  social  security  benefits  and 
additional  user  fees  as  "cuts."  It  is  truly  smoke  and  mirrors  to  call  increased  reve- 
nue to  the  federal  government  a  spending  cut. 

That  brings  us  to  the  "economic  stimulus"  portion  of  this  budget.  We  have  been 
in  an  economic  recovery  since  October.  The  fiscal  stimulus  of  $15  to  $30  billion  has 
dubious  job-creating  impact  as  best.  Funneling  money  to  big  city  mayors  and  labor 
constituencies  that  supported  Clinton  in  the  election  does  not  guarantee  that  job 
stimulus — creating  permanent  jobs  for  the  unemployed — will  occur. 

I  think  the  members  of  the  committee  will  agree  with  me  that  the  budget  should 
be  redirected  so  that  it  is  truly  a  deficit  reduction  document  that  cuts  spending.  The 
deficit,  as  my  colleagues  know,  is  not  some  fatal  disease  that  we  are  trying  to  cure. 
Rather  it  is  the  symptom  of  a  much  larger  problem — uncontrolled  spending.  As  my 
colleagues  also  know,  and  analyses  of  Clinton's  budget  bear  out,  increased  taxes 
combined  with  new  spending  leads  to  a  budget  deficit  of  $241  in  1998. 

The  American  people  voted  against  divided  government  and  for  "change."  There- 
fore, the  onus  is  on  the  administration  and  both  houses  of  the  Democrat-controlled 
Congress  to  produce  a  budget.  However,  in  order  that  the  budget  be  acceptable,  and 
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provide  real  "change",  I  believe  (1)  we  must  impose  spending  restraint,  (2)  tax  re- 
straint and  (3)  the  bogus  economic  stimulus  portion  should  be  eliminated. 

I  support  two  tools  to  accomplish  these  goals.  The  alternative  sponsored  by  Sena- 
tor Gramm  and  Congressman  Armey,  the  "Balanced  Budget  Implementation  Act." 
This  legislation  is  serious  deficit  reduction  medicine — cutting  the  deficit  in  half  in 
four  years. 

The  bill  provides  Congress  with  real  tools  in  order  to  accomplish  this.  It  requires 
Congress  to  reauthorize  virtually  every  spending  program,  caps  the  growth  of  enti- 
tlements, and  set  fixed  deficit  targets. 

Second,  I  support  the  Gramm-Lott  amendment  to  reduce  the  tax  and  spend  ele- 
ments in  the  Clinton  budget  plan.  By  eliminating  the  new  taxes  and  new  spending, 
and  enforcing  the  discretionary  spending  caps  established  in  1990,  Gramm-Lott 
saves  $488  billion  in  FY  1993-98. 

Republicans  are  not  responsible  for  coming  up  with  an  entire  budget.  However, 
we  are  interested  in  responsible  cuts  and  spending  in  the  President's  budget. 


Prepared  Statement  of  Hon.  John  Edward  Porter,  a  Representative  in 
Congress  from  the  State  of  Illinois 

Mr.  Chairman,  I  want  to  thank  you  for  granting  me  this  opportunity  to  submit 
testimony  to  the  House  Budget  Committee  as  the  fiscal  1994  Congressional  budget 
process  begins.  I  am  pleased  to  see  President  Clinton  speaking  so  bluntly  about  our 
deficit  problems  and  am  also  pleased  to  see  the  American  people  becoming  ener- 
gized and  vocal  about  the  need  to  solve  our  massive  budget  problems.  Clearly,  the 
time  to  end  business  as  usual  is  since  a  failure  to  do  so  will  guarantee  a  lower 
standard  of  living  for  our  children  and  grandchildren  and  relegate  the  United 
States  to  second  class  status  within  the  world  community.  We  know  what  we  have 
to  do,  Mr.  Chairman.  The  question  is,  will  we  do  it? 

My  purpose  today  is  not  to  comment  on  specific  spending  proposals,  but  instead  to 
suggest  a  budgeting  structure  which  I  believe  will  enable  us  to  make  real  progress 
in  cleaning  up  our  fiscal  mess.  My  approach  builds  upon  some  of  the  more  success- 
ful aspects  of  the  Budget  Enforcement  Act  of  1990. 

I  firmly  believe,  Mr.  Chairman,  that  our  continued  runaway  budget  deficits  are 
the  most  serious  problem  facing  America  today.  Our  $4.1  trillion  national  debt 
threatens  the  foundations  of  our  economy  and,  by  extension,  the  welfare  of  our  soci- 
ety in  both  the  short  and  long  terms.  I  also  believe  the  root  cause  of  our  deficits  is 
too  much  spending,  rather  than  too  little  taxation.  If  it  were  my  decision  to  make,  I 
would  solve  this  problem  through  spending  cuts  alone.  To  that  end,  I  introduced 
H.R.  301  at  the  start  of  this  Congress.  If  enacted,  this  legislation  would  extend  for 
five  years  the  spending  control  process  established  by  the  Budget  Enforcement  Act 
of  1990  while  lowering  the  maximum  deficit  allowed  to  $130  billion  in  FY  1998.  (By 
contrast,  President  Clinton  predicts  a  deficit  of  $241  billion  at  that  time  were  his 
proposals  to  be  enacted.) 

As  you  know,  Mr.  Chairman,  the  Act  for  its  first  three  years  divided  discretionary 
spending  into  three  major  categories:  defense,  domestic  and  international.  Each  cat- 
egory was  subject  to  an  enforceable  cap  on  spending  and  separated  from  the  others 
by  "firewalls.'  The  combination  of  caps  and  firewalls  forced  savings  within  a  catego- 
ry to  be  used  for  deficit  reduction  only,  rather  than  allowing  them  to  become  addi- 
tional spending  in  other  categories.  The  caps  in  particular  changed  Congressional 
spending  habits  for  the  better  by  forcing  us  to  finally  live  within  hard  limits  and,  by 
extension,  forcing  us  to  make  genuine  trade  offs  within  those  limits.  As  a  member  of 
the  Appropriations  Committee,  I  have  a  keen  appreciation  for  this  change. 

Prior  to  enactment  of  BEA,  I  would  often  watch  as  Members  at  subcommittee 
markups  suggested  more  funding  for  a  particular  program — always  a  good  cause. 
The  subcommittee  Members  would  nod  their  heads  in  assent,  the  money  would  be 
inserted  into  the  bill  in  question,  and  the  deficit  would  end  up  growing  by  that 
much  more.  But  after  BEA  was  enacted,  a  remarkable  change  took  place.  Members 
asking  for  more  money  for  a  particular  program  were  not  answered  with  nods  of 
assent,  but  were  instead  asked  a  striking  question:  what  area  will  you  cut  to  pay  for 
that  increase?  Cut  one  area  to  pay  for  an  increase  in  another?!  The  change  in  atti- 
tude was  radical  but  long  overdue.  This  process  of  making  basic  trade  offs  between 
competing  spending  options  is  something  average  Americans  live  with  on  a  daily 
basis,  but  one  which  their  government  has  avoided  for  far  too  long.  The  results — all 
$4.1  trillion  worth — speak  for  themselves. 

_  The  spending  caps  in  place  now  are  invaluable.  Also  valuable,  however,  are  the 
firewalls  which,  under  current  law,  no  longer  exist,  thereby  merging  the  tbree  pre- 
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vious  discretionary  categories  into  one.  The  practical  consequence  of  this  change  is 
that  it  allows  savings  in  the  defense  and  international  areas  to  become  additional 
spending  by  allowing  them  to  be  shifted  out  of  those  areas  and  into  domestic  pro- 
grams. Such  savings  were  appropriately  used  for  deficit  reduction  only  while  the 
firewalls  still  stood.  As  I  said  above,  our  deficits  are  our  nation's  most  serious  prob- 
lem. As  such,  any  and  all  savings  we  achieve  should  go  to  deficit  reduction  only,  and 
not  to  new  spending.  Our  current  domestic  needs  can  and  should  be  met  within  the 
context  of  lower  total  federal  spending. 

With  these  concerns  in  mind,  H.R.  301  would  change  current  law  in  order  to 
maintain  the  firewalls  and  the  three  separate  discretionary  spending  categories 
they  created  through  FY  1998.  Moreover,  the  bill  would  cap  domestic  and  interna- 
tional spending  at  1993  levels  for  the  next  five  fiscal  years  with  small  annual  adjust- 
ments for  inflation,  and  cut  defense  by  roughly  30  percent  during  the  same  period.  I 
should  note  that  the  spending  caps  in  my  bill  are  just  that — caps.  They  are  ceilings, 
and  not  floors.  Those  who  wish  to  cut  more  from  a  particular  category  could,  but 
the  resulting  savings  would  be  used  for  deficit  reduction  only.  Finally,  the  bill  would 
lower  the  maximum  deficit  allowed  to  $130  billion  in  FY  1998  in  order  to  force  Con- 
gress and  the  President  to  deal  with  the  exploding  growth  of  entitlement  programs. 
Americans  for  A  Balanced  Budget,  the  National  Taxpayers'  Union  and  Citizens 
Against  Government  Waste  all  endorse  H.R.  301.  A  chart  describing  projected 
spending  under  the  bill  and  the  cuts  its  enactment  would  require  is  attached. 

As  I  said  at  the  beginning  of  my  remarks,  Mr.  Chairman,  the  time  for  action  is 
now.  H.R.  301  is  realistic,  workable  and  fair  legislation  which  will  impose  the  pain- 
ful but  not  unbearable  fiscal  restraint  we  need  if  we  are  ever  to  regain  a  measure  of 
control  over  our  economic  destiny.  I  hope  my  colleagues  will  view  it  favorably. 

With  regard  to  the  President's  announced  budget  package,  I  have  two  major  con- 
cerns. First,  I  feel  it  is  disingenuous  to  say  on  the  one  hand  that  the  deficit  is  our 
most  serious  problem  while  proposing  on  the  other  an  economic  stimulus  package  of 
dubious  content  which  will  add  $31  billion  to  it.  If  the  deficit  is  our  most  serious 
problem — and  it  clearly  is — let's  begin  immediately  to  get  it  under  control,  not  ac- 
celerate its  growth.  Second,  Americans  would  be  willing  to  pay  higher  taxes  only 
under  one  condition:  that  every  penny  of  those  taxes  go  for  reducing  the  deficit  and 
that  once  the  deficit  is  brought  under  control,  the  tax  increases  end.  There  is  no 
such  assurance  in  the  President's  package  and,  indeed,  every  likelihood  that  Con- 
gress will  simply  use  the  revenues  for  added  spending.  This  is,  in  my  judgment, 
fatal  and  must  be  corrected  for  his  efforts  at  deficit  reduction  to  have  any  chance  of 
success. 
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Prepared  Statement  of  Hon.  Karen  Shepherd,  a  Representative  in  Congress 

from  the  State  of  Utah 

Thank  you,  Mr.  Chairman,  for  soliciting  testimony  from  Members  of  Congress  re- 
garding our  thoughts  on  President  Clinton's  FY  1994  budget  proposal.  The  leader- 
ship's decision  to  move  quickly  signals  to  the  American  people  that  Congress  is  seri- 
ous about  deficit  reduction.  Early  passage  of  the  Budget  Resolution  is  critical  to  the 
passage  of  the  President's  overall  plan. 

Like  many  other  Freshman  members,  I  campaigned  last  year  on  the  related 
themes  of  congressional  reform  and  fiscal  responsibility.  The  1992  elections  served 
as  a  loud  reminder  that  Americans'  faith  in  the  Congress  will,  for  the  foreseeable 
future,  be  contingent  upon  the  concrete  steps  we  take  to  reduce  the  deficit  this  year. 

President  Clinton  took  the  first  step  during  his  February  17  address  to  Congress 
when  he  laid  out,  with  welcome  candor,  the  difficult  budgetary  choices  facing  our 
nation.  And  appropriately,  he  conveyed  to  Congress  the  burden  of  finding  additional 
spending  reductions. 

Today  I  will  list  just  a  few  of  the  programs  I  want  to  see  eliminated  or  scaled 
back.  One  of  the  major  problems  plaguing  Congress  in  recent  years  is  its  inability  to 
eliminate  or  reform  outdated  and  unnecessary  spending  programs — programs  which 
should  have  been  scaled  back  or  sunsetted  years  ago,  yet  continue  to  plague  taxpay- 
ers. President  Clinton  could  not  have  outlined  a  more  appropriate  agenda  when  he 
proposed  to  "rationalize  or  eliminate  programs  that  have  outlived  their  usefulness; 
that  provide  unnecessary  or  excessive  subsidies  to  narrow  groups  at  great  expense 
to  society  at  large;  or  that  reduce  the  overall  efficiency  of  Government." 

We  all  have  different  opinions  about  what  defines  "wasteful,"  but  a  number  of 
glaring  examples  stand  out.  We  could  save  $1.6  billion  over  five  years  by  eliminat- 
ing the  Advanced  Solid  Rocket  Motor.  The  existing  RSRM  is  more  than  adequate  to 
meet  the  needs  of  the  space  program,  and  is  being  developed  more  because  of  its 
geographical  location  than  its  need.  We  could  save  another  $2.3  billion  by  eliminat- 
ing the  Superconducting  Supercollider.  In  addition  to  the  budgetary  impact  of  this 
out-of-control  program,  it  siphons  resources  that  could  be  used  to  fund  necessary  re- 
search programs  through  the  National  Science  Foundation,  National  Institutes  of 
Health  and  other  agencies. 

We  must  eliminate  obsolete  World  War  II  era  agricultural  subsidies.  Eliminating 
the  wool  and  mohair  subsidy,  for  example,  would  save  $760  million  over  the  next 
five  years.  Eliminating  the  honey  program  would  save  another  $60  million.  These 
programs  are  popular  whipping  boys  these  days,  and  I  don't  mean  to  scapegoat 
these  programs  as  the  major  source  of  our  nation's  fiscal  condition,  but  we  must  not 
underestimate  their  economic  impact  or  their  symbolic  importance.  Only  when  the 
Congress  shows  that  it  can  effectively  eliminate  the  bad  Federal  programs  will  it 
accept  the  truly  substantive  programmatic  cuts  needed  to  bring  the  budget  into  bal- 
ance. 

There  are  a  number  of  other  proposed  savings  that  fall  under  the  "subsidy"  cate- 
gory that  will  directly  impact  my  state.  These  include  an  increase  in  grazing  fees 
and  the  scaling  back  of  the  Rural  Electrification  Administration.  It  seems  likely 
that  the  Space  Station  will  be  reduced  this  year.  And  finally,  while  tremendous  sav- 
ings remain  in  the  defense  budget,  such  cutbacks  will  inevitably  reach  into  my  dis- 
trict. 

Each  of  these  spending  cuts  will  be  difficult,  and  while  all  of  us  want  to  mitigate 
the  adverse  impact  of  these  cuts  on  our  own  districts,  the  Congress  must  work  to 
keep  the  President's  overall  proposal  intact. 

The  people  of  my  district,  like  those  across  America,  are  willing  to  face  the  diffi- 
cult choices  confronting  the  Committee  on  the  Budget.  But  these  cuts  must  main- 
tain the  delicate  balance  of  fairness  and  shared  sacrifice  that  President  Clinton  out- 
lined in  his  Budget  address  to  Congress.  I  strongly  urge  the  Committee  to  adopt  the 
President's  Budget,  along  with  the  additional  kinds  of  cuts  that  I  have  outlined 
briefly  today.  I  am  confident  that  as  the  Committee  does  so,  you  will  earn  the 
thanks  of  the  nation  and  of  future  generations. 


Prepared  Statement  of  Hon.  Louis  Stokes,  a  Representative  in  Congress  from 

the  State  of  Ohio 

Mr.  Chairman:  I  appreciate  this  opportunity  to  submit  my  views  on  the  Fiscal 
Year  1994  budget  as  proposed  by  our  new  President  Bill  Clinton.  It  is  refreshing  to 
see  after  so  many  years  a  budget  proposal  that  will  address  the  needs  of  our  nation 
and  reflects  hard  core  choices  and  decisions  that  have  been  ignored  by  the  past  Ad- 
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ministrations.  I  am  hopeful  that  the  fiscal  year  1994  budget  proposal  will  lead  the 
nation  toward  a  more  balanced  budget  in  terms  of  addressing  our  domestic  needs 
and  in  the  direction  of  a  real  reduction  in  the  federal  deficit.  President  Clinton 
clearly  follows  through  with  setting  the  course  for  substantial  consideration  for  ad- 
vanced opportunities  for  jobs,  education,  community  development,  a  comprehensive 
health  care  system,  veterans  and  related  programs.  All  of  these  things  are  needed  to 
sustain  and  enhance  a  quality  of  life  for  which  we  can  all  be  proud. 

Under  your  leadership,  Mr.  Chairman,  I  am  confident  that  the  Congress  will 
produce  a  budget  which  will  support  the  Administration's  budget  proposal  and  pro- 
vide less  rhetoric  and  more  remedies  needed  to  address  the  many  challenges  facing 
our  society. 

From  the  onset,  the  President's  budget  clearly  addresses  the  current  dismal  eco- 
nomic state  of  affairs  confronting  our  nation  including  the  increased  rate  of  unem- 
ployment and  poverty  that  plagues  our  nation.  The  budget  proposal  offers  a  gradual 
process  for  reducing  the  deficit  based  on  conservative  economic  assumptions  and 
true  budget  accounting. 

As  this  committee  well  knows,  since  the  recent  advent  of  our  economic  recovery, 
the  economy  is  not  reflective  of  the  monthly  job  gains  or  increase  in  employment 
rates  that  typically  follow  a  recession.  In  fact,  the  7.1  percent  unemployment  rate  is 
actually  0.4  percent  higher  than  when  the  recession  officially  ended.  Consequently, 
the  President's  economic  plan  calls  for  quick  action  which  will  produce  jobs  and  mo- 
tivate the  economy  as  soon  as  the  summer  months  begin.  With  the  $30  billion  stim- 
ulus program  incorporated  in  the  President's  budget,  500,000  jobs  will  be  created — 
most  of  which  will  be  developed  through  our  infrastructure  mobilizing  the  construc- 
tion and  transportation  industries. 

This  stimulus,  however,  cannot  be  viewed  by  looking  at  just  jobs  alone.  Economic 
growth  overall  is  vital  and  essential  to  our  communities.  Strong  economic  revitaliza- 
tion  plans  must  be  created  so  that  our  communities  command  the  returns  of  our 
investment. 

Mr.  Chairman  and  Members  of  the  Committee,  although  I  remain  optimistic 
about  the  success  of  many  of  the  programs  proposed  in  the  Economic  Stimulus  pack- 
age, I  believe  that  careful  examination  should  be  given  to  each  and  every  program 
affected  by  the  amount  of  money  invested  in  these  programs.  Likewise,  major  reduc- 
tions and  terminations  of  critical  programs  should  be  reviewed  in  the  most  reasona- 
ble and  practicable  manner  possible,  especially  those  programs  that  will  adversely 
impact  minorities,  the  poor,  children  and  youth,  and  the  elderly.  Human  life  and 
quality  of  life  issues  have  in  the  past  Administrations  gone  unanswered.  As  we  care- 
fully analyze  this  budget,  these  concerns  need  to  be  addressed  forthrightly  with 
bona  fide  solutions. 

This  crucial  effort  will  require  that  a  working  mechanism  is  in  place  to  ensure 
long  term  job  stability  once  jobs  are  acquired,  and  specialized  training  that  will 
assist  in  developing  marketable  skills  that  are  sustainable.  It  means  that  our  nation 
is  not  faced  with  yearly  out-breaks  or  epidemics  of  childhood  diseases  because  of  the 
lack  of  immunization  for  our  children  due  to  exorbitant  medical  cost.  It  means  that 
we  must  guarantee  that  our  elderly  and  poor  continue  to  have  affordable  housing 
and  that  cuts  identified  in  housing  funding  will  not  displace  these  residents. 

Mr.  Chairman,  The  President's  budget  has  been  designed  "For  the  People."  I  look 
forward  to  working  closely  with  you  in  achieving  a  budget  that  is  not  just  accepta- 
ble, but  one  that  will  be  a  working  blueprint  toward  the  success  of  the  goals  of  this 
Administration  to  truly  serve  the  people. 


Prepared  Statement  of  Hon.  Craig  Thomas,  a  Representative  in  Congress  from 

the  State  of  Wyoming 

Thank  you  Mr.  Chairman  and  the  Ranking  Minority  Member  for  letting  me 
submit  my  thoughts  about  President  Clinton's  1994  budget  plan. 

I  commend  President  Clinton  for  his  focus  on  the  deficit  and  the  discussions  he 
has  started.  We  have  a  fertile  opportunity  to  address  this  situation.  Our  constitu- 
ents demand  it  and  our  future  depends  on  it. 

It  is  my  belief  there  is  too  much  government,  which  is  causing  the  enormous  defi- 
cit and  burdening  the  economy.  We  ought  to  have  less  government,  rather  than 
more,  and  lower  taxes,  rather  than  higher.  Money  in  the  pockets  of  individuals  is 
better  served  in  the  general  economy  than  money  in  the  pockets  of  government.  I 
believe  many  share  my  notion  that  the  role  of  government  is  to  create  an  environ- 
ment in  which  the  private  sector  can  produce  stable  jobs,  prosperity  and  quality  in- 
comes for  Americans. 
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There  is  already  too  much  government.  A  very  obvious  sign  of  this  is  the  accumu- 
lating burden  of  regulation  at  every  point  in  the  private  sector.  The  Heritage  Foun- 
dation recently  showed  that  during  the  eighties  "when  the  staffing  level  of  federal 
regulatory  agencies  fell,  the  number  of  private-sector  jobs  started  climbing.  But 
when  the  number  of  federal  regulatory  employees  started  rising  again,  the  number 
of  private-sector  jobs  stopped  climbing  and  started  to  fall." 

Too  much  government  is  costly  in  another  way  too.  In  1992,  Thomas  Hopkins  cal- 
culated the  current  cost  of  federal  regulation  on  American  business  at  between 
$400-500  billion  per  year,  which  translates  into  an  average  of  $4,000-5,000  per  house- 
hold. In  every  town  meeting  someone  expresses  his  or  her  concern  about  a  particu- 
lar government  regulation  they  find  unnecessary  and  burdensome.  Many  have  said 
if  they  had  to  start  their  business  now,  they  would  not.  Regulation  are  dissuading 
entrepreneurial  effort. 

Too  much  government  has  created  a  deficit,  which  raises  interest  rates.  Some 
economists  have  found  if  the  government  cut  the  deficit  by  $100  billion,  the  30-year 
Treasury  bond  would  fall  to  between  6.4  and  6.6  percent.  This  is  what  the  deficit 
means  to  our  citizens  and  the  federal  government. 

I  have  expressed  my  support  several  times  for  cutting  federal  government  spend- 
ing, amending  the  Constitution  to  require  a  balanced  budget,  enacting  a  line-item 
veto  provision,  setting  deficit  reduction  targets  and  a  number  of  other  items  that 
must  be  undertaken  to  get  federal  spending  under  control.  Frankly,  I  was  surprised 
these  popular  measures  were  not  included  in  the  President's  plan. 

A  good  number  of  people  are  concerned  about  the  new  taxes  that  everyone  is 
going  to  pay — on  income,  social  security,  energy — and  other  miscellaneous  fees.  As 
you  may  know,  the  plan  favors  tax  increases  more  than  spending  cuts — President 
Clinton  proposes  $36  billion  of  tax  increases  and  $2  billion  of  spending  cuts  in  1994. 
It  is  certainly  interesting  with  all  the  talk  about  the  need  to  create  jobs  that  severe 
and  harmful  tax  increases  are  such  a  large  part  of  the  overall  plan. 

The  problem  is  not  too  much  revenues.  As  you  know,  between  1983  and  1992,  rev- 
enues to  the  federal  government  increased  after  adjusting  for  inflation  by  29  per- 
cent. While  during  that  same  period  of  time,  spending  increased  by  32  percent.  New 
taxes  are  not  the  answer. 

My  concern,  at  this  early  point  in  the  process,  is  that  the  limited  amount  of 
spending  cuts  will  be  eliminated  by  the  majority  in  Congress  and  the  only  thing  left 
will  be  the  tax  increases.  Remember  in  1990  when  the  President  Bush  and  Congress 
raised  taxes?  According  to  Citizens  Against  Government  Waste,  every  dollar  raised 
in  new  taxes  as  a  result  of  that  "deficit  reduction  agreement"  resulted  in  $2.37  in 
new  spending.  And  without  earmarking  revenue  from  these  proposed  taxes,  there  is 
good  reason  to  be  concerned  that  Congress  will  overspend  and  add  to  the  deficit. 

We  are  just  at  the  beginning  of  our  legislative  process  and — there  will  be  more 
discussions  and  possible  revisions.  Unlike  many  activities  undertaken  by  the  federal 
government,  our  performance  in  dealing  with  the  deficit  and  the  economy  can  be 
measured. 

After  four  years  we  will  be  able  to  see  the  level  of  deficit  spending.  We  will  be 
able  to  see  the  level  of  interest  rates  and  inflation.  The  people  will  be  able  to  see 
clearly  whether  Congress  and  the  President  have  succeeded  or  failed. 

I  will  be  working  hard  for  practical  spending  cuts  which  are  fair  for  the  nation 
and  Wyoming.  The  people  are  demanding  more  spending  cuts,  as  am  I.  I  will  work 
in  the  current  process  to  reduce  the  size  of  government  for  the  benefit  of  the  nation 
and  our  future. 


Prepared  Statement  of  Hon.  Robert  S.  Walker,  a  Representative  in  Congress 

from  the  State  of  Pennsylvania 

Thank  you  very  much  for  allowing  me  this  opportunity  to  discuss  my  proposal  for 
inclusion  in  the  Fiscal  Year  1994  Budget  Resolution.  It  is  a  marvelous  idea  which 
actually  empowers  the  American  people  to  get  involved  in  the  budget  process,  and 
make  serious  budget  decisions. 

This  plan  has  been  introduced  in  Congress  as  the  Taxpayer  Debt  Buy-Down  Act, 
H.R.  429.  Studies  have  shown  that  this  idea  would  balance  the  budget  by  Fiscal  year 
1999,  and  zero  out  the  Public  Debt  by  fiscal  year  2008.  I  am  enclosing  charts  from 
both  the  Office  of  Management  and  Budget  and  the  Congressional  Budget  Office. 

As  you  can  see  from  the  OMB  chart,  the  budget  would  be  balanced  in  fiscal  year 
1999.  This  would  be  accomplished,  in  addition  to  a  seven  percent  increase  in  govern- 
ment spending,  from  the  baseline  in  fiscal  year  1994!  The  debt  itself  would  be  totally 
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wiped  out  by  fiscal  year  2009,  accompanied  by  a  9.55  percent  increase  over  the  fiscal 
year  1994  baseline. 

The  Congressional  Budget  Office  also  predicts  a  balanced  budget  in  fiscal  year 
1999,  and  their  trend  line  follows  the  OMB  chart  in  zeroing-out  the  debt. 

If  the  Public  Debt  is  not  reduced,  in  the  same  time  period  it  will  increase  to  over 
twelve  trillion  dollars!  That  is  totally  unacceptable.  It  would  also  drastically  squeeze 
other  budget  areas,  and  create  shortfalls  in  other  important  accounts. 

The  implementation  of  this  idea  would  allow  each  taxpayer  to  contribute  up  to  10 
percent  of  his  or  her  tax  liability  to  a  Public  Debt  Reduction  Fund.  The  correspond- 
ing reduction  in  funds  to  the  government  would  result  in  a  dollar-for-dollar  reduc- 
tion in  Congressional  spending.  On  May  1,  the  Internal  Revenue  Service  would 
report  to  Congress  the  amount  of  money  contributed  to  the  debt  reduction  fund. 
Then  Congress  would  have  until  the  end  of  the  fiscal  year  to  come  up  with  the 
spending  cuts  themselves.  If  they  do  not,  then  an  across-the-board  sequester  would 
kick  in.  It  would  affect  all  accounts  except  Social  Security  retirement  benefits,  inter- 
est on  the  debt,  and  deposit  insurance. 

One  of  the  best  aspects  of  this  bill  is  that  it  would  give  the  American  people  the 
opportunity  to  become  involved  in  the  solution  to  one  of  our  biggest  problems,  the 
Public  Debt. 

Senator  Bob  Smith  has  introduced  companion  legislation  on  the  Senate  side,  and 
we  are  currently  working  hard  to  e  ducate  people  on  the  benefits  of  this  idea.  Many 
of  the  tax  groups  support  our  work,  including  the  National  Taxpayers  Union,  Citi- 
zens Against  Government  Waste  and  the  Institute  for  the  Research  on  the  Econom- 
ics of  Taxation.  A  complete  list  is  attached  for  your  perusal.  Larry  Kudlow,  Chief 
Economist  for  Bear  Stearns  and  one  of  the  foremost  economic  spokesmen  today  also 
supports  this  idea,  and  is  working  hard  to  promote  it. 

Some  have  suggested  this  idea  is  a  gimmick,  but  those  who  have  studied  it  care- 
fully conclude  that  it  is  the  single-most  powerful  tool  yet  created  to  achieve  spend- 
ing discipline.  The  tough  spending  cuts  would  still  have  to  be  made  or  the  pain  of 
sequester  would  have  to  be  withstood,  but  the  cuts  and  the  pain  would  be  to  the 
extent  ordered  and  endorsed  by  the  American  people.  That  fact  not  only  means  they 
are  directly  involved  in  helping  us  get  a  grip  on  spending  but  also  are  a  political 
force  to  back  our  actions  relative  to  their  instructions.  A  massive  public  interest  to 
offset  the  appeal  of  special  interests  is  a  powerful  way  to  assure  both  debt  and  defi- 
cits are  eliminated. 

Thank  you  for  your  time. 
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Congressional  Budget  Office 

U.S.  Congress 
Washington,  DC  20515 


Robert  D.  Reischauer 
Director 

February  26,  1993 


Honorable   Robert  S.  Walker 
U.S.  House  of  Representatives 
Washington,  D.C.  20515 

Dear  Congressman: 

This  responds  to  your  letter  of  January  26,  asking  for  an  updated  CBO 
analysis  of  your  proposal  to  permit  individual  income  taxpayers  to  determine 
automatic  spending  reductions.  Please  note  that  our  analysis  is  illustrative 
only,  and—as  you  specifically  requested— assumes  that  taxpayers  choose  the 
maximum  checkoff  permitted   by  your  bill. 

Your  proposal  would  not  affect  tax  liabilities  at  all,  but  would  allow  taxpayers 
to  designate  as  much  as  10  percent  of  their  tax  liabilities  to  go  into  a  "Public 
Debt  Reduction  Trust  Fund."  The  proposal  provides  for  automatic  spending 
reductions  that  are  linked  to  the  amount  checked  off  by  taxpayers.  That  is, 
the  proposal  affects  the  spending  side  of  the  budget,  not  the  tax  side.  Cuts 
would  apply  across  the  board  to  all  programs  except  Social  Security,  deposit 
insurance,  and  net  interest. 

At  present,  CBO  has  no  basis  to  judge  how  many  taxpayers  would  choose  this 
option,  and  for  how  many  years.  Other  income  tax  checkoffs  (such  as  for  the 
Presidential  campaign  fund,  or  state  and  local  income  tax  checkoffs)  generally 
permit  additional  spending  for  the  stated  purposes.  Under  your  proposal, 
taxpayers  have  no  choice  about  the  mix  of  spending  cuts;  nor  can  they  voice 
a  desire  for  greater  spending— factors  that  may  limit  their  participation.  The 
illustration  presented  below  depicts  the  largest  effects  possible  under  your 
proposal. 
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Honorable   Robert  S.  Walker 
Page  2 

The  starting  point.  The  starting  point  for  our  analysis  is  CBO's  baseline 
projections,  recently  published  in  The  Economic  and  Budget  Outlook:  Fiscal 
Years  1994-1998  and  summarized  in  Table  1.  These  sketch  the  likely  path  of 
spending  and  revenues  if  current  laws  and  policies  remain  unchanged.  The 
table  divides  revenues  between  individual  income  taxes  and  other  sources; 
only  the  former  is  tied  to  spending  cuts  under  your  plan.  The  table  also  lists 
major  categories  of  spending,  and  shows  that  about  one-third  of  spending 
would  be  exempt  from  automatic   reductions  under  your  proposal. 

Illustrative  effects  of  your  plan.    Maximum  effects  of  your  plan  are  shown  in 
Table  2,  assuming  that  taxpayers  take  full  advantage  in  all  years. 

Your  proposed  income  tax  checkoff  would  affect  spending  with  a  lag.  The 
legislation  provides  that  taxpayers  cast  their  votes  with  their  annual  tax 
returns,  filed  on  or  before  April  15.  For  example,  taxpayers  will  file  returns 
for  1993  liabilities  by  April  15,  1994.  The  Treasury  would  inform  the 
Congress  on  May  1  of  the  required  cuts.  Sequestration,  if  any,  would  begin 
in  October  1994,  the  start  of  fiscal  year  1995  (or  somewhat  later  if  the 
Congress  is  still  in  session).  During  the  intervening  period,  the  Congress  can 
come  up  with  substitute  spending  cuts  to  avert  a  sequestration;  revenue 
increases,  however,  could  not  substitute  for  the  required  sequestration. 

Your  legislation  also  provides  that  "obligational  authority... [shall  be  reduced] 
in  a  manner  that  makes  such  reductions  permanent."  In  previous  correspon- 
dence, you  have  made  clear  that  this  provision  is  intended  to  bar  programs 
from  returning  to  previous  spending  levels  or  benefit  formulas  after  a 
sequestration.  That  is,  even  a  single  year's  checkoff  would  result  in  multiyear 
outlay  savings,  and  savings  would  grow  dramatically  if  taxpayers  persisted  in 
choosing  the  checkoff.  Although  additional  legislative  language  is  needed  to 
achieve  this  outcome,  we  have  based  our  illustration  on  your  intent. 

Under  these  critical  assumptions  that  you  specified,  spending  cuts  could  total 
as  much  as  $50  billion  in  1995,  the  first  year.  They  could  reach  nearly  $400 
billion  in  2000  and—together  with  interest  savings—could  result  in  a  balanced 
budget.  If  taxpayers  continued  to  mark  the  checkoff— presumably  to  pay  off 
the  public  debt- sequestration  could  total  $700  billion  in  2003.  In  that  year, 
the  cumulative  sequestration  could  exceed  40  percent  of  non-exempt  spending; 
the  government  could  run  a  surplus  of  over  $200  billion;  and  only  $3.9  trillion 
of  debt  could  remain  (versus  $7.5  trillion  under  the  current  outlook).  Of 
course,  neither  CBO  nor  other  analysts  can  estimate  how  many  taxpayers 
would  actually  elect  the  checkoff,  particularly  as  spending  cuts  deepen  and  the 
budget  moves  into  surplus. 
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Honorable  Robert  S.  Walker 
Page  3 

Please  call  me  if  I  can  be  of  additional  assistance,  or  your  staff  may  wish  to 
contact  Kathy  Ruffing  (62880)  for  further  information  on  this  matter. 


~f<Tl 


Sincerely, 


&UJJ2sf 


Robert  D.  Reischauer 
Director 


Attachments 


cc:  Honorable  Dan  Rostenkowski 

Chairman,  Committee  on  Ways  and  Means 

Honorable  Bill  Archer 

Ranking  Minority  Member,  Committee  on  Ways  and  Means 

Honorable  John  Conyers,  Jr. 

Chairman,  Committee  on  Government  Operations 

Honorable  William  F.  Clinger,  Jr. 

Ranking  Minority  Member,  Committee  on  Government  Operations 
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TABLE  1:   CBO  BASELINE  PROJECTIONS  (By  fiscal  year,  in  billions  of  dollars) 


1993         1994         1995         1996         1997         1998         1999         2000         2001         2002         2003 


Revenues 

Individual  income  taxes 

501 

531 

567 

600 

629 

662 

690 

720 

762 

786 

821 

All  other 

642 

684 

723 

756 

785 

820 

849 

880 

903 

947 

983 

Total 

1,143 

1,215 

1,291 

1356 

1,414 

1,482 

1,540 

1,600 

1,664 

1,733 

1,804 

Outlays 

Social  Security  a/ 

302 

319 

335 

351 

368 

385 

403 

420 

439 

459 

480 

Interest  a/ 

198 

211 

231 

250 

270 

292 

314 

339 

368 

400 

437 

Deposit  insurance  a/ 

3 

10 

11 

-1 

-14 

-10 

-9 

-10 

-10 

-9 

-9 

Medicare 

146 

167 

188 

211 

234 

259 

286 

316 

350 

389 

432 

Medicaid 

80 

92 

105 

118 

131 

146 

162 

179 

198 

219 

240 

Other  mandatory  programs 

241 

238 

237 

234 

251 

261 

269 

277 

286 

296 

305 

Discretionary  spending 

547 

539 

539 

554 

569 

584 

600 

616 

633 

650 

668 

Offsetting  receipts  b/ 

-65 

-68 

-72 

-73 

-76 

-78 

-81 

-84 

-87 

-91 

-94 

Total 

1,453 

1,507 

1^75 

1,643 

1,733 

1,839 

1,943 

2,055 

2,178 

2,312 

2,458 

Deficit  (-)  or  surplus  (+)  -310         -291         -284         -287         -319         -357         -404         -455  -513         -579         -653 

Debt  held  by  the  public  3,290        3,585        3,874        4,169        4,496        4,863        5,275        5,739        6,261        6,850        7,512 

Memorandum:  Total  non-  1,015        1,035        1,070        1,116        1,185        1,250        1,317        1,389        1,468        1,553        1,645 

exempt  outlays 

SOURCE:  Congressional  Budget  Office,  January  1993  baseline  projections  (assuming  compliance  with  the  discretionary  spending  caps  in 
the  1990  Budget  Enforcement  Act), 

a.  Program  exempt  from  sequestration  under  Congressman  Walker's  proposal. 

b.  OHsetting  receipts  are  effectively  exempt  because  they  are  not  associated  with  sequesterable  budgetary  resources. 
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Honorable  Robert  S.  Walker 
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TABLE  ^   ILLUSTRATIVE  EFFECTS  OF  PROPOSAL  (By  fecal  year,  in  billions  of  dollars) 


1993 


1994 


1995 


1996 


1997 


1998 


1999 


2000 


2001 


2002 


Assumed  checkoff 
amount  a/ 

Automatic  spending 
cuts  in  non-exempt 
programs  b/  c/ 

Interest  savings 

Total 

Resulting  outlays 

Deficit  (-)  or 
surplus  (  +  ) 

Debt  held  by  the 
public 


Baseline  outlays 
for  non-exempt  pro- 
grams d/ 

Total  sequestration 

Resulting  outlays  for 
non-exempt  programs 

Percentage  reduction 


50 


Illustrative  Effect  on  Deficit  and  Debt 
53  57  60  63  66  69 


-50         -105         -169         -238 


-313 


1,453 
-310 
3,290 

1,015 
1,015 


1,507 


-291 


-232 


-175 


-136 


-91 


^>3 


77 


150 


3,585        3,822       4,005        4,149 
Illustrative  Effects  on  Sequesterable  Programs 


1,035 


1,035 


1,070 

-50 
1,020 


1,116 


-105 
1,011 


1,185 


-169 

1,016 


-14 


1,250 


-238 
1,012 


-19 


1,317 


-313 
1,003 


-24 


1,389 


-397 
992 


-29 


^t88 
979 


-33 


-589 
964 

-38 


SOURCE:   Congressional  Budget  Office. 


2003 


72  76  79  82 

-397         -488       -589  -700 


-2 

-6 

-15 

-29 

^17 

-71 

-102 

-140 

-188 

-52 

-112 

-184 

-266 

-360 

^»68 

-590 

-729 

-887 

1,523 

1,531 

1,549 

1,573 

1,583 

1,587 

1,587 

1,583 

1,570 

234 


4,249       4,302        4,298        4,230       4,089       3,864 


1,468       1,553        1,645 


-700 
945 


-43 


a.  At  the  request  of  Congressman  Walker,  the  illustration  assumed  that  individual  income  taxpayers  would  choose  the  maximum 
checkoff,  10  percent  of  liabilities.  Although  tax  collections  (on  a  fiscal  year  basis)  are  not  the  same  as  liabilities  (which  are 

on  a  calendar  year  basis),  they  are  similar  enough  for  this  illustration.  CBO  has  no  basis  to  judge  how  many  taxpayers  would 
choose  this  option,  and  for  how  many  years. 

b.  Taxpayers  would  designate  the  checkoff  in  returns  filed  on  or  before  Apnl  15,  and  sequestration  would  begin  the  following 
October  (or  at  the  end  of  the  Congressional  session,  if  later).  Hence,  there  is  a  two-year  lag  between  taxpayers'  incurrence  of 
liabilities  and  the  spending  cuts  they  could  order. 

c.  Congressman  Walker  intends  that  a  single  year's  checkoff  should  generate  savings  in  all  future  years,  as  programs  are  barred 
from  returning  to  previous  spending  plans  or  benefit  formulas.  Additional  legislative  language  would  be  needed  to  achieve 
this  result. 

d.  In  Congressman  Walker's  proposal,  only  Social  Security,  deposit  insurance,  and  net  interest  are  exempt.  Offsetting  receipts 
are  effectively  exempt  because  they  are  not  associated  with  sequesterable  budgetary  resources.  The  Congress  can  substitute 
other  spending  reductions  (but  not  revenue  increases)  for  the  required  sequestration. 
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